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H.R.  3218,  THE  FEDERAL  WORKFORCE 
RESTRUCTURING  ACT  OF  1993 


WEDNESDAY,  OCTOBER  13,  1993 

House  of  Representatives,  Subcommittee  on  Com- 
pensation AND  Employee  Benefits  and  Subcommit- 
tee ON  Civil  Service,  Committee  on  Post  Office 
AND  Civil  Service, 

Washington,  DC. 

The  subcommittees  met,  pursuant  to  call,  at  10:10  a.m.,  in  room 
311,  Cannon  House  Office  Building,  Hon.  Eleanor  Holmes  Norton 
presiding. 

Members  present:  Representatives  Norton,  Ackerman,  Byrne, 
Morella,  Young,  McCloskey,  Schroeder,  Kanjorski,  and  Burton. 

Ms.  Norton.  I  am  pleased  to  greet  you  all,  and  we  are  especially 
pleased  to  open  today's  hearing,  the  first  to  be  based  on  a  proposed 
bill  emanating  from  Vice  President  Gore's  ground  breaking  Na- 
tional Performance  Review. 

This  hearing,  which  begins  congressional  consideration  of  H.R. 
3218,  the  Federal  Workforce  Restructuring  Act  of  1993,  is  being 
held  jointly  by  the  Subcommittee  on  Compensation  and  Employee 
Benefits  and  the  Subcommittee  on  Civil  Service.  I  am  very  pleased 
to  be  joined  by  my  very  good  friend  and  colleague.  Chairman  Frank 
McCloskey,  and  his  subcommittee  Members,  with  whom  we  have 
always  worked  so  cooperatively  and  productively,  as  we  begin  to 
put  into  effect  the  NPR  report  which  was  released  last  month. 

Entitled  From  Red  Tape  to  Results:  Creating  a  Government  That 
Works  Better  and  Costs  Less,  the  report  proposes  to  reduce  bu- 
reaucratic inefficiency  by  streamlining  agency  structures,  proce- 
dures and  personnel.  The  effect  on  the  civil  service  will  be  particu- 
larly significant  as  the  executive  branch  seeks  to  eliminate,  in  its 
words,  unnecessary  layers  of  management  and  nonessential  staff. 
End  quote.  We  are  promised  that  these  personnel  reductions  should 
enable  Federal  agencies  to  become  more  productive  and  to  better 
serve  their  "customers,"  as  they  are  now  called.  But  as  we  proceed 
toward  these  two  important  objectives,  H.R.  3218  will  allow  us  to 
reduce  the  human  costs  that  otherwise  would  accrue. 

The  administration  has  called  for  the  elimination  of  252,000  Fed- 
eral jobs  over  the  next  five  years,  12  percent  of  the  civilian 
workforce.  A  job  cut  of  this  magnitude  has  the  potential  to  dev- 
astate families  and  communities.  The  legislation  before  us,  how- 
ever, will  relieve  this  impact.  H.R.  3218  provides  government-wide 
authority  to  use  separation  incentive  payments  equal  to  the 
amount  of  the  employee's  severance  pay  or  $25,000,  whichever  is 
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less,  to  encourage  selected  Federal  workers  to  resign  or  retire  from 
their  positions  voluntarily. 

In  addition,  0PM  plans  to  relax  its  rules  on  the  use  of  voluntary 
early  retirement  in  order  to  make  it  widely  available  to  help  meet 
the  personnel  reduction  target.  Early  retirements  are  to  be  used  in 
conjunction  with  separation  incentives.  These  two  matters  lie  with- 
in the  jurisdiction  of  my  subcommittee. 

The  bill  also  broadens  the  nature  and  scope  of  training  opportu- 
nities available  to  employees  seeking  to  qualify  for  other  positions. 
The  training  provisions  lie  within  the  Civil  Service  Subcommittee's 
jurisdiction. 

I  want  the  administration  to  know  now,  while  it  is  early,  that  I 
do  not  support  RIFs  as  a  way  to  reform  the  Federed  Government 
at  this  time.  Bear  in  mind  that  Congress  has  already  set  an  enor- 
mously high  goal  of  152,000  for  deficit  reduction  which  will  itself 
contribute  to  downsizing  reform.  The  experience  of  the  private  sec- 
tor, from  which  much  of  the  NPR  is  drawn,  demonstrates  over- 
whelmingly that  layoffs  and  reform  do  not  mix.  With  wholesale  and 
enthusiastic  employee  involvement  and  cooperation  replaced  by  em- 
ployee fear  that  they  are  improving  themselves  right  out  of  their 
jobs,  reform  as  comprehensive  as  that  proposed  by  the  administra- 
tion simply  does  not  occur. 

An  ironclad  figure  of  a  252,000  employee  reduction,  which  does 
not  have  a  scientific  basis,  should  not  be  the  test  of  reform  and 
must  not  become  a  barrier  to  reinventing  government.  Reform  can 
and  will  occur  without  RIFs,  but  RIFs  will  build  resistance  and 
stop  reform  in  its  tracks.  Moreover,  layoffs  as  a  way  to  help  reform 
government  would  be  particularly  inept  today  when,  despite  its 
best  efforts,  the  administration  has  not  succeeded  in  stimulating 
the  economy  to  promote  real  job  growth,  and  the  recovery  has  been 
characterized  by  productivity  but  not  job  increases. 

I  am  not  concerned  that  layoffs  have  not  been  ruled  out  in  the 
report  because  I  do  not  believe  they  will  be  necessary  to  reach  a 
goal  acceptable  to  the  administration  and  the  Congress.  The  pro- 
posal today  must  be  taken  as  an  assumption  that  we  can  and  will 
reach  a  reasonable  goal  through  the  proposals  we  examine  today. 
In  reinventing  government,  we  must  decline  to  reinvent  the 
wheel.  To  the  administration's  credit,  in  the  NPR  report  and  in  the 
buyout  proposals  put  so  quickly  before  us,  the  administration  has 
wisely  shown  recognition  of  modem  principles  of  workplace  reform. 
I  congratulate  President  CUnton,  Vice  President  Gore  and  their 
staffs  on  a  splendid  report  full  of  immediately  practical  ideas, 
undergirded  with  the  wisdom  we  see  in  the  bill  that  is  before  us 
this  morning. 

Scheduled  to  testify  first  are  representatives  of  the  Office  of  Per- 
sonnel Management  and  the  Department  of  Defense.  From  their 
testimony  I  expect  to  learn  how  the  government  can  operate  more 
efficiently  with  fewer  employees,  the  criteria  by  which  0MB  and 
0PM  will  evaluate  agency  requests  for  separation  incentive  and 
early  retirement  authority,  and  how  DOD  has  successfully  used 
these  authorities  over  the  past  year  to  avoid  involuntary  separa- 
tions. 


Then  we  will  hear  from  representatives  of  the  Federal  employee 
unions.  They  will  share  their  views  on  whether  these  programs 
adequately  approach  the  legitimate  concerns  of  the  employees. 

I  welcome  all  of  the  witnesses  and  very  much  look  forward  to  the 
testimony  of  each  and  every  one  of  you. 

I  am  pleased  to  recognize  now  my  partner  in  this  hearing,  Chair- 
man Frank  McCloskey. 

Mr.  McCloskey.  Thank  you,  very  much.  Madam  Chair.  Given 
the  quality  and  the  scope  of  your  statement,  much  of  what  I  say 
in  my  formal  statement  would  be  redundant  to  yours,  but  if  you 
would  accept  it  for  the  record. 

Ms.  Norton.  So  ordered. 

Mr.  McCloskey.  I  appreciate  that,  and  I  will  just  summarize  or 
very  briefly  state  a  few  concerns  or  observations. 

Additionally,  as  Chairman  of  the  Civil  Service  Subcommittee,  we 
are  particularly  interested  in  how  the  training  incentives  and  pro- 
grams would  be  administered.  I  think,  as  I  know  it  so  far,  we  are 
stating  goals  with  little  or  no  definition  of  details.  That  may  be 
good,  but  I  think  we  need  more.  ^ 

I  was  particularly  heartened  and  impressed  by  Mr.  Sturdivants 
statement  that  I  read  last  evening  as  to  the  concerns  for  ongoing 
health  benefits.  Madam  Chair,  allowing,  I  believe,  an  18-month 
continuation  under  the  Federal  program  for  that. 

I  also  think  it  is  very  important  that,  in  the  desire  to  get  this 
done,  that  we  do  not  lose  sight  of  the  fact  that  it  needs  to  be 
planned,  structured  and  administered  well.  I  was  intrigued  by 
news  of  the  Library  of  Congress  policy,  in  essence,  of  stating  that 
the  first  250  people  that  showed  up  in  line  on  any  given  morning 
would  get  the  program,  and  that  would  be  the  beginning  or  the  end 
of  it.  I  would  say  very  creative,  but  I  would  like  to  hear  from  the 
witnesses  today  as  to  the  ultimate  ramifications  of  an  expansion  of 
that  policy  for  Federal  efficiency. 

So  I  thank  you,  Madam  Chair. 

Ms.  Norton.  Thank  you  very  much.  Chairman  McCloskey. 

[The  prepared  statement  of  Hon.  Frank  McCloskey  follows:] 

Prepared  Statement  of  Hon.  Frank  McCloskey,  a  Representative  in 
Congress  From  the  State  of  Indiana 

One  of  the  most  significant  pieces  of  legislation  to  be  considered  by  these  two  sub- 
committees this  Congress  is  the  "Federal  Workforce  Restructuring  Act  of  1993 
Since  President  Clinton  made  a  commitment  to  reduce  the  size  of  the  Federal 
workforce  by  more  than  100,000  and  Vice  President  Gore's  national  performance  re- 
view recommendation  to  reduce  the  workforce  by  more  than  250,000  Federal  em- 
ployees, thousands  of  Federal  workers  and  managers  have  been  anxiously  awaiting 
passage  of  this  legislation.  The  "Federal  Workforce  Restructuring  Act  of  1993  would 
restructure  training  in  the  Federal  Government  and  would  provide  voluntary  sepa- 
ration incentives  to  employees  who  retire  or  resign  from  the  Federal  Government. 

Offering  a  voluntary  separation  incentive  should  prevent  the  use  of  reduction-in- 
force  (RIF)  procedures  to  meet  the  President's  goals.  RIFs  are  extremely  expensive, 
time  consuming,  provide  little  benefit  to  either  an  agency  or  an  employee,  and 
wreak  havoc  on  the  diversity  of  the  workforce.  RIFs  would  no  doubt  have  to  be  exer- 
cised on  a  broad-scale  to  meet  the  administration's  goals  if  Congress  or  the  admims- 
trations  had  not  made  efforts  to  provide  the  separation  incentive.  Voluntary  separa- 
tion incentives  will  create  a  rightsizing  rather  than  a  downsizing  by  providing  agen- 
cies the  flexibility  to  restructure  their  workforce  in  a  humane  and  cohesive  manner. 

The  provision  of  the  "Federal  Workforce  Restructuring  Act  of  1993,"  which  comes 
under  the  jurisdiction  of  the  Subcommittee  on  Civil  Service  significantly  amends 
chapter  41  of  title  5,  U.S.C,  by  eUminating  certain  restrictions  on  employee  traimng 


in  the  Federal  Government.  The  legislation  would  allow  agencies  to  train  employees 
for  different  positions  in  their  own  or  other  Federal  agencies;  estabUsh  the  new  goal 
of  employee  training  to  be  assisting  in  the  agency's  mission  and  performance  tar- 
gets; and  lift  restrictions  and  distinctions  on  government  vs.  non-government  train- 
ing. These  revisions  called  for  by  Vice  President  Gore's  national  performance  review 
will  be  the  first  substantial  changes  to  the  training  of  Federal  employees  since  1958. 

Currently,  training  in  the  Federal  Government  is  limited  to  the  official  duties  and 
responsibilities  of  a  certain  position.  In  addition,  an  employee  may  not  receive  train- 
ing in  non-government  facilities  for  a  period  in  excess  of  a  percentage  of  the 
employees's  length  of  service,  and  government  training  sources  must  be  given  prior- 
ity over  non-government  sources. 

Most  agree  that  the  training  provisions  of  the  Federal  Workforce  Restructxiring 
Act  are  important,  and  there  has  been  virtually  no  opposition  to  these  proposed 
changes.  I  do,  however,  have  serious  concerns  about  the  accountability  of  the  agen- 
cies when  it  comes  to  their  training  activities.  The  legislation  virtually  removes 
OPM's  oversight  ability  over  agency  training  programs.  One  way  to  address  this 
problem  is  to  request  a  review  or  audit,  by  0PM,  GAO,  or  OMB,  of  Agencies'  train- 
ing activities  every  3  years  to  ensure  that  their  programs  are  working  efficiently 
and  effectively.  Furthermore,  it  is  important  that  this  legislation  not  eUminate  the 
requirement  that  agencies  inform  employees  of  the  criteria  used  in  selection  for 
training.  Employees  must  not  perceive  that  the  selection  for  training  is  arbitrary  or 
that  there  is  discrimination  in  who  is  selected  and  who  is  not. 

I  expect  that  today's  hearing  will  highlight  the  great  importance  of  this  legislation 
to  FederaJ  workers  as  well  as  provide  information  fi-om  the  Department  of  Defense 
on  their  success  with  voluntziry  separation  incentives  in  their  massive  downsizing. 
The  abolishment  of  250,000  employees  is  no  simple  task,  and  hopefully  Congress 
and  the  administration  will  make  it  a  Uttle  easier  by  enacting  the  Federal 
Workforce  Restructuring  Act.  I  would  like  to  issue  one  warning,  and  that  is  I  expect 
the  Government  to  do  more  with  less — I  do  not  want  to  see  the  Federal  Government 
contract  out  nearly  every  position  or  job  that  is  abolished  in  this  downsizing. 

I  would  like  to  welcome  all  of  today's  witnesses,  and  look  forward  to  their  testi- 
mony. 

Ms.  NORTON.  Ms.  Bjrme,  have  you  any  remarks  at  this  time? 

Ms.  Byrne.  Thank  you,  Madam  Chair.  I  don't  have  any  formal 
remarks. 

I  would  just  like  to  associate  myself  with  both  the  remarks  of  the 
Chairs  and  to  go  back  to  what  Chairman  McCloskey  said,  that 
planning,  structure  and  administration  of  these  proposals  are  going 
to  be  key,  and  right  now  I  think  there  are  more  questions  than  an- 
swers. So  I  think  we  should  get  on  with  our  panels. 

Thank  you. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Byrne. 

I  note  we  have  yet  to  have  a  hearing  involving  OMB,  a  critical 
player,  and  one  that  has  known  to  be  an  obstructionist  to  reform 
and  to  flexibility  in  agencies,  and  we  will  have  a  hearing  where 
OMB  and  CBO  will  be  testifying  shortly. 

I  am  pleased  to  call  at  this  time  Lorraine  A.  Green,  Deputy  Di- 
rector, Office  of  Personnel  Management.  Ms.  Green  I  know  well 
from  the  District  of  Columbia  where  she  did  a  splendid  job  which 
came  to  the  attention  of  the  President,  and  we  are  very  pleased  to 
have  you  with  your  own  deep  experience  here.  I  trust  you  will  not 
bring  the  layoff  experience  of  the  District  of  Columbia  to  the  Fed- 
eral Government.  Thank  you,  Ms.  Green.  Go  ahead. 

STATEMENT  OF  LORRAINE  A.  GREEN,  DEPUTY  DIRECTOR,  OF- 
FICE OF  PERSONNEL  MANAGEMENT,  ACCOMPANIED  BY 
LEONARD  R.  KLEIN,  ASSOCIATE  DIRECTOR  FOR  CAREER 
ENTRY,  AND  CURTIS  J.  SMITH,  ASSOCIATE  DIRECTOR  FOR 
RETIREMENT  AND  INSURANCE 

Ms.  Green.  Thank  you,  Madam  Chair. 


Good  morning,  Madam  Chair,  Mr.  Chairman  and  Members  of  the 
subcommittees.  Thank  you  for  the  opportunity  to  appear  before 
your  subcommittees  today  to  discuss  the  administration's  legisla- 
tive proposal,  H.R.  3218,  introduced  in  the  House  by  Chairman 
William  Clay,  and  entitled  "The  Federal  Workforce  Restructuring 
Act  of  1993."  ^  ^     ^ 

Joining  me  at  the  table  today,  to  my  right,  is  Len  Klem,  the  As- 
sociate Director  for  Career  Entry,  and  to  my  left  is  Curt  Smith,  the 
Associate  Director  for  Retirement  and  Insurance.  I  will  enter  my 
entire  statement  for  the  record  with  your  permission  and  just  read 
some  of  the  highlights  of  the  statement. 

We  commend  both  of  your  subcommittees  for  your  prompt  consid- 
eration of  this  very  important  legislation  and  are  here  today  to  ex- 
plain the  administration's  vital  need  for  these  management  tools. 

As  you  know,  the  President's  National  Performance  Review  has 
recommended,  in  line  with  the  goal  of  moving  from  red  tape  to  re- 
sults to  create  a  government  that  works  better  and  costs  less,  that 
the  size  of  the  Federal  workforce  be  reduced.  In  order  to  minimize 
the  impact  of  these  changes,  the  President  has  proposed  greater 
flexibilities  in  the  training  of  government  employees  and  authoriza- 
tion for  Federal  agencies  to  pay  voluntary  separation  incentives  to 
those  employees  who  choose  voluntary  retirement  or  resignation. 

First,  let  me  address  the  government's  new  emphasis  on  training. 
Commitments  to  shift  resources  from  management  control  to  cus- 
tomer service,  reduce  supervisory  and  managerial  layers,  and  other 
planned  reorganizations  will  have  a  significant  impact  on  Federal 
agencies  and  employees.  Many  employees  will  change  jobs  and 
have  to  be  retrained  to  perform  their  new  responsibilities.  There- 
fore, employee  retraining  will  be  increasingly  necessary  as  we  seek 
to  create  a  multi-skilled  workforce  suited  to  rapidly  changing  tech- 
nology. Greater  flexibility  in  training  will  be  essential  to  accom- 
plishing this. 

The  President's  proposal  removes  unnecessary  and  narrow  re- 
strictions on  employee  training.  We  propose  to  use  training  to  ad- 
vance both  the  employee's  performance  and  organizational  mission 
accomplishment. 

Further,  we  propose  to  make  available  the  most  cost-efficient  and 
effective  training  available,  whether  offered  by  the  government  or 
the  private  sector,  by  removing  the  current  restrictions  on  the  use 
of  private  sector  training  sources. 

Now,  let  me  turn  to  the  need  for  voluntary  separation  incentives. 
Agency  heads  currently  have  a  range  of  tools  and  incentives  to  as- 
sist them  in  restructuring  their  workforce.  Depending  upon  the 
particular  needs  of  the  organization,  they  may  rely  on  normal  attri- 
tion and,  when  authorized  by  OPM,  early  retirement  to  reach  lower 
employment  levels.  As  a  last  resort,  agencies  may  use  involuntary 
separations  through  reduction  in  force  procedures. 

However,  another  more  humane  option  is  possible.  Voluntary 
separation  incentives,  or  buyouts,  have  proven  very  effective  in  re- 
ducing employment  levels  in  the  Department  of  Defense,  the 
Central  Intelligence  Agency  and  legislative  branch  agencies.  Now 
there  are  other  government  agencies  that  we  are  going  to  discuss 
today  that  also  have  an  urgent  need  for  this  tool  to  enable  them 
to  restructure. 


The  legislation  that  we  are  discussing  today  will  help  to  achieve 
necessary  personnel  reductions,  again,  as  I  stated,  in  the  most  hu- 
mane way  possible,  by  providing  incentives  to  employees  who  vol- 
untarily choose  to  retire  or  resign  in  exchange  for  a  cash  incentive. 

In  order  to  reduce  Federal  personnel  levels  with  minimal  disrup- 
tion and  financial  hardship  to  employees  and  their  families,  Fed- 
eral agencies  would  be  authorized  to  pay  a  voluntary  separation  in- 
centive to  employees  who  retire  or  resign  during  a  three-month 
window.  The  amount  of  the  voluntary  separation  incentive  is  the 
amount  the  employee  would  be  entitled  to  receive  as  severance  pay, 
or  $25,000,  whichever  is  less.  This  is  the  same  amount  that  has 
been  provided  in  the  DOD  and  other  congressionally  authorized 
separation  incentive  programs  cited  earlier. 

The  90-day  window  during  which  employees  would  be  able  to 
elect  to  leave  and  receive  their  incentive  would  be  designated  by 
each  agency  head  and  may  occur  at  any  time  between  the  date  of 
enactment  of  this  legislation  through  September  30,  1994.  Agency 
heads  would  designate  components  of  the  agencies,  occupations, 
and  particular  geographic  locations  where  separation  incentives 
would  be  offered.  The  administration  would  expect  agency  heads  to 
obtain  approval  from  the  Office  of  Management  and  Budget  of  their 
plans  for  use  of  the  voluntary  separation  incentives. 

Agencies  would  have  the  authority  to  delay  separations  of  par- 
ticular employees  for  whom  separation  incentives  have  been  au- 
thorized for  up  to  two  years  after  the  end  of  the  90-day  window, 
where  necessary,  to  ensure  that  performance  of  the  agency's  mis- 
sion is  not  impaired. 

To  ensure  that  the  voluntary  separation  incentives  produce  ac- 
tual cuts  in  staffing  levels,  employment  in  the  executive  branch 
would  be  reduced  by  not  less  than  one  full-time  equivalent  position 
for  each  two  separation  incentives  paid. 

I  want  to,  today,  stress  the  voluntary  nature  of  this  program. 
Employees  may  not  be  coerced  to  leave  against  their  wishes.  Under 
implementing  regulations  that  OPM  will  issue,  agencies  may  not 
use  any  personal  bias  to  grant  or  deny  an  incentive  to  any  individ- 
ual employee. 

Current  law  requires  agencies  to  obtain  the  approval  of  OPM  to 
offer  their  employees  early  retirement.  To  ensure  the  complimen- 
tary use  of  early  retirements  with  separation  incentives,  OPM  will 
adopt  new  procedures  to  facilitate  agency  requests  and  flexibility  in 
their  use.  This  will  include  matching  the  effective  dates  of  the  early 
retirement  authority  with  the  separation  incentives  window. 

These  voluntary  separation  incentives  would  be  fully  funded  from 
agencies'  existing  appropriations.  To  make  them  cost  effective  in 
fiscal  year  1994,  the  incentives  need  to  be  available  as  early  as  pos- 
sible in  this  fiscal  year.  More  significantly,  separations  resulting 
from  the  pajnnent  of  incentives  are  expected  to  produce  substantial 
savings  in  fiscal  year  1995,  helping  agencies  to  reach  that  year's 
budget  reduction  targets. 

A  final  feature  of  this  legislation  would  rectify  a  long-standing 
problem  for  the  Civil  Service  Retirement  System,  namely  the 
underfunding  of  early  retirements.  The  current  annuity  reduction 
of  2  percent  for  each  year  the  retiree  is  under  age  55  is  insufficient 
to  cover  the  added  cost  to  the  system  of  the  early  retirement.  Our 


proposal  would  require  agencies  to  pay  a  one-time  additional 
charge  of  9  percent  of  the  employee's  final  annual  salary  for  each 
employee  who  retires  early  under  CSRS.  This  would  be  a  perma- 
nent change  in  law  and  would  apply  to  all  future  CSRS  early  re- 
tirements. 

The  administration  urges  Congress  to  enact  H.R.  3218  as  soon  as 
possible.  I  want  to  thank  you  for  this  opportunity  to  present  OPM's 
views  on  this  important  legislation,  and  my  staff  and  I  will  be 
pleased  to  answer  any  questions  the  subcommittee  may  have. 

[The  prepared  statement  of  Ms.  Green  follows:] 

Prepared  Statement  of  Lorraine  A.  Green,  Deputy  Director,  Office  of 
Personnel  Management 

Madam  Chair,  Mr.  Chairman,  and  members  of  the  subcommittees:  Thank  vou  for 
the  opportunity  to  appear  before  your  subcommittees  today  to  discuss  the  adminis- 
tration's legislative  proposal,  H.R.  3218,  introduced  in  the  House  by  Chairman  Wil- 
liam Clay,  and  entitled  the  "Federal  Workforce  Restructuring  Act  of  1993."  I  com- 
mend both  of  your  subcommittees  for  your  prompt  consideration  of  this  very  impor- 
tant legislation  and  am  here  today  to  explain  the  administration's  vital  need  for 
these  management  tools.  j  j    • 

As  you  know,  the  President's  national  performance  review  has  recommended,  in 
line  with  the  goal  of  moving  from  red  tape  to  results  to  create  a  government  that 
works  better  and  costs  less,  that  the  size  of  the  Federal  workforce  be  reduced.  In 
order  to  minimize  the  impact  of  these  changes,  the  President  has  proposed  greater 
flexibilities  in  the  training  of  Government  employees  and  authorization  for  Federal 
agencies  to  pay  voluntary  separation  incentives  to  those  employees  who  choose  vol- 
untary retirement  or  resignation. 

First,  let  me  address  the  Government's  new  emphasis  on  training.  Commitments 
to  shift'  resources  from  management  control  to  customer  service,  reduce  supervisory 
and  managerial  layers,  and  other  planned  reorganizations,  will  have  a  significant 
impact  on  Federal  agencies  and  employees.  Many  employees  will  change  jobs  and 
have  to  be  retrained  to  perform  their  new  responsibilities.  Therefore,  employee  re- 
training will  be  increasingly  necessary  as  we  seek  to  create  a  multi-skilled 
workforce  suited  to  rapidly  changing  technology.  Greater  flexibility  in  training  will 
be  essential  to  accomplishing  this.  .  . 

So  that  the  Federal  Government  is  better  positioned  to  carry  out  its  many  critical 
missions  during  and  following  the  implementation  of  the  national  performance  re- 
view recommendations,  restrictions  on  the  training  of  Government  employees  must 
be  reformed.  The  President's  proposal  removes  unnecessary  and  narrow  restrictions 
on  employee  training.  We  propose  to  use  training  to  advance  both  the  employee's 
performance  and  organizational  mission  accomplishment.  In  addition,  this  policy 
will  benefit  the  Government  by  creating  an  environment  more  conducive  to  meeting 
agency  goals  and  missions. 

Further,  we  propose  to  make  available  the  most  cost-efiicient  and  effective  train- 
ing available,  whether  offered  by  the  Government  or  the  private  sector,  by  removing 
the  current  restrictions  on  the  use  of  private  sector  training  sources. 

Now,  let  me  turn  to  the  need  for  voluntary  separation  incentives.  Agency  heads 
currently  have  a  range  of  tools  and  incentives  to  assist  them  in  restructuring  their 
workforce.  Depending  on  the  particular  needs  of  the  organization,  they  may  rely  on 
normal  attrition,  and,  when  authorized  by  0PM,  early  retirement  to  reach  lower  eni- 
ployment  levels.  As  a  last  resort,  agencies  may  use  involuntary  separations  through 
reduction  in  force  (RIF)  procedures.  However,  another  more  humane  option  is  pos- 
sible. «•     •      •        J 

Voluntary  separation  incentives,  or  buyouts,  have  proven  very  effective  in  reduc- 
ing employment  levels  at  the  Department  of  Defense  (DOD),  where  such  payments 
were  authorized  under  the  National  Defense  Authorization  Act  of  1993.  Similar  au- 
thority has  been  enacted  for  the  Central  InteUigence  Agency  (CIA)  and  for  legisla- 
tive branch  agencies.  Currently,  bills  to  give  such  authority  to  the  National  Aero- 
nautics and  Space  Administration,  the  U.S.  Forest  Service,  and  foreign  service  agen- 
cies are  pending  in  the  Congress.  Other  Government  agencies  now  also  have  an  ur- 
gent need  for  this  tool  to  enable  them  to  restructure. 

No  one  now  doubts  that  the  deep  budget  reductions  envisioned  by  the  President 
and  the  Congress  will  result  in  significant  personnel  cuts  in  the  Federal  workforce. 
The  legislation  that  we  are  discussing  today  will  help  to  achieve  these  necessary 
personnel  reductions  in  the  most  humane  way  possible — by  providing  incentives  to 
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employees  who  voluntarily  choose  to  retire  or  resign  in  exchange  for  a  cash  incen- 
tive. While  it  is  too  early  to  predict  whether  reductions  in  force  (RIFs)  would  be  nec- 
essary even  with  the  use  of  voluntary  separation  incentives,  there  is  no  doubt  that 
RIFs  would  be  unavoidable  without  the  voluntary  separations  this  legislation  will 
produce. 

In  order  to  reduce  federal  personnel  levels  with  minimjd  disruption  and  financial 
hardship  to  employees  and  their  families,  Federal  agencies  would  be  authorized  to 
pay  a  voluntary  separation  incentive  to  employees  who  retire  or  resign  during  a 
three-month  "window."  The  amoxint  of  the  voluntary  separation  incentive  is  the 
amount  the  employee  would  be  entitled  to  receive  as  severance  pay,  or  $25,000, 
whichever  is  less.  This  is  the  same  amount  that  has  been  provided  in  the  DOD  and 
other  congressionally  authorized  separation  incentive  programs  cited  earlier. 

The  90-day  window  during  which  employees  would  be  able  to  elect  to  leave  and 
receive  the  incentive  will  be  designated  by  each  agency  head  and  may  occur  at  any 
time  between  the  date  of  enactment  of  this  legislation  through  September  30,  1994. 

Eligible  employees  would  be  those  who  have  a  permanent  appointment  and  at 
least  one  fuU  year  of  service.  Reemployed  annuitants  and  those  eligible  for  disability 
retirement  would  be  excluded. 

Agency  heads  would  designate  components  of  agencies,  occupations,  particular  ge- 
ographic locations,  etc.,  where  separation  incentives  would  be  offered.  The  adminis- 
tration would  expect  agency  heads  to  obtain  approval  from  the  Office  of  Manage- 
ment and  Budget  (OMB)  of  their  plans  for  use  of  the  voluntary  separation  incen- 
tives. Agencies  would  have  the  authority  to  delay  separations  of  particular  employ- 
ees for  whom  separation  incentives  have  been  authorized  for  up  to  two  years  after 
the  end  of  the  90-day  window  where  necessary  to  ensure  the  performance  of  the 
agency's  mission. 

To  ensure  that  the  voluntary  separation  incentives  produce  actual  cuts  in  staffing 
levels,  employment  in  the  executive  branch  would  be  reduced  by  not  less  than  one 
full-time  equivalent  position  for  each  two  separation  incentives  paid.  I  want  to  today 
stress  the  voluntary  nature  of  this  program.  Employees  may  not  be  coerced  to  leave 
against  their  wishes.  Under  implementing  regulations  that  0PM  will  issue,  agencies 
may  not  use  any  personal  basis  to  grant  or  deny  an  incentive  to  any  individual  em- 
ployee. 

H.R.  3218  would  require  the  full  repayment  of  the  separation  incentive  by  the  re- 
cipient if  he  or  she  is  reemployed  by  the  Federal  Government  within  two  years  of 
separation.  This  reqtiirement  could  be  waived  in  exceptional  circumstances  related 
to  difficulty  in  recruiting.  The  bill  also  extends  this  repayment  obligation  to  those 
receiving  voluntary  separation  incentives  under  the  DOD  and  CIA  programs. 

We  envision  the  widespread  use  of  the  voluntary  early  retirement  authority  in 
conjunction  with  the  separation  incentives.  Current  law  requires  agencies  to  obtain 
the  approval  of  OPM  to  offer  their  employees  early  retirement.  To  assure  the  com- 
plementary use  of  early  retirements  with  separation  incentives,  OPM  will  adopt  new 
procedures  to  facilitate  agency  requests  and  flexibihty  in  their  use.  This  will  include 
matching  the  effective  dates  of  the  early  retirement  authority  with  the  separation 
incentives  window. 

These  voluntary  separation  incentives  would  be  fully  funded  from  agencies'  exist- 
ing appropriations.  To  make  them  cost  effective  in  fiscal  year  1994,  the  incentives 
need  to  be  available  as  early  as  possible  in  this  fiscal  year.  More  significantly,  sepa- 
rations resulting  from  the  payment  of  incentives  are  expected  to  produce  substantial 
savings  in  fiscal  year  1995,  helping  agencies  to  reach  that  year's  budget  reduction 
targets. 

A  final  feature  of  this  legislation  would  rectify  a  long-standing  problem  for  the 
Civil  Service  Retirement  System  (CSRS),  namely  the  "underftinding"  of  early  retire- 
ments. The  current  annuity  reduction  of  2  percent  for  each  year  the  retiree  is  under 
age  55  is  insufficient  to  cover  the  added  costs  to  the  system  of  the  early  retirement. 
Our  proposal  would  reqtiire  agencies  to  pay  a  one-time  additional  charge  of  9  per- 
cent of  the  employee's  final  annual  salary  for  each  employee  who  retires  early  under 
CSRS.  This  would  be  a  permanent  change  in  law  and  would  apply  to  all  future 
CSRS  early  retirements. 

The  administration  urges  Congress  to  enact  H.R.  3218  as  soon  as  possible.  Thank 
you  for  this  opportunity  to  present  OPM's  views  on  this  important  legislation.  I 
would  be  pleased  to  answer  any  questions  the  subcommittees  may  have. 

Ms.  NORTON.  The  Ranking  Member  has  come,  and  I  wonder  if 
she  has  any  opening  remarks. 


Mrs.  MORELLA.  Thank  you,  Madam  Chair  and  Mr.  Chairman.  I 
am  going  to  try  to  condense  some  opening  comments,  but  I  think 
it  is  appropriate  to  make  a  statement  about  this  joint  hearing. 

It  is  clear  that  this  bill  which  we  are  discussing,  which  Chairman 
Clay  introduced  on  behalf  of  the  administration,  has  far-reaching 
and  significant  impact,  as  evidenced  by  the  fact  that  this  is  a  joint 
hearing,  with  the  holding  of  the  two  subcommittees. 

The  goals  of  the  legislation  are  laudable:  first,  to  eliminate  the 
narrow  restriction  on  employee  training,  and,  second,  to  use  sepa- 
ration incentive  payments  to  encourage  employees,  as  you  have 
stressed,  to  voluntarily  resign  or  retire  from  Federal  service. 

Indeed,  should  qualified  Federal  employees  avail  of  the  incentive 
up  to  the  $25,000  to  leave  Federal  service,  those  who  continue  to 
carry  out  the  mission  of  the  agency  will  have  to  assume  new  and 
varied  responsibilities.  For  this,  they  will  need  retraining,  and  I 
note  you  have  mentioned  that  in  your  statement. 

I  applaud  the  idea  of  expanding  an  employee's  training  to  ad- 
vance the  mission  of  the  organization  and  to  advance  the  employ- 
ee's professional  abilities.  I  also  recognize  the  advantage  of  permit- 
ting both  the  private  and  public  sectors  to  compete  to  conduct  this 
training.  This  will,  I  believe,  create  many  private  sector  jobs  and 
efiiciency  in  government. 

The  recommendation  of  the  National  Performance  Review  is  to 
streamline  the  government  and  simultaneously  to  reduce  the  na- 
tional deficit.  While  I  strongly  support  reduction  of  the  deficit,  I  am 
still  startled  and  concerned  by  the  reductions  in  staff  that  are  tar- 
geted for  the  Federal  workforce.  I  just  wonder  about  where  that 
specific  target  of  252,000  has  come  from  and  whether  it  would  dis- 
proportionately affect  lower  grade  wage  earners  just  to  reach  the 
target. 

I  have  asked  many  people  about  the  origin  of  the  252,000,  and 
the  most  consistent  answer  I  have  had  is,  "I  don't  know."  The  most 
creative  answer  was,  "to  bring  the  number  of  Federal  employees 
below  2  million."  I  would  appreciate  our  witnesses  also  trying  to 
address  that  concern  as  they  testify. 

I  have  noted  with  interest  the  success  of  the  Department  of  De- 
fense buyout  program,  which  is  the  foundation  for  this  legislation. 
I  believe  this  standard  is  a  more  realistic  one  than  comparing  pri- 
vate sector  buyouts  to  the  public  sector.  Though  we  can  profit  from 
many  private  sector  initiatives,  such  as  total  quality  management, 
I  think  that  we  must  recognize  that  the  public  sector  mandate  is 
significantly  different  than  the  private  sector. 

So  I  just  would  like  to,  when  the  appropriate  time  occurs. 
Madam  Chair  and  Mr.  Chairman,  to  be  able  to  ask  some  questions 
of  the  witnesses,  but  thank  you  for  the  opportunity  of  offering  an 
opening  statement. 

Ms.  Norton.  Thank  you,  Mrs.  Morella. 

I  have  many  questions.  However,  the  way  I  am  going  to  handle 
the  hearing  this  morning  is  to  ask  a  few  of  mine,  then  go  to  the 
Ranking  Member,  then  go  to  Mr.  McCloskey,  then  go  to  Ms.  Byrne 
and  come  back  around,  rather  than  ask  all  my  questions  at  the  be- 
ginning. 

Ms.  Green,  the  Voluntary  Incentive  Separation  Payment,  that  is 
VSIP,  bills  for  DOD,  USPS,  CIA  and  NASA  all  expressly  have  as 
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one  of  their  purposes  the  avoidance  or  minimization  of  the  need  for 
involuntary  separations  due  to  a  reduction  in  force.  H.R.  3218, 
however,  is  only  expressly  directed  at,  and  I  am  quoting,  assisting 
in  the  restructuring  of  the  Federal  workforce  while  minimizing  in- 
voluntary separations. 

Why  the  change  in  the  boilerplate  language,  which  obviously  no 
longer  is  boilerplate,  is  pregnant  with  meanings,  as  far  as  this  com- 
mittee is  concerned? 

Ms.  Green.  I  don't  think  there  was  any  intention  in  changing  the 
language.  Madam  Chair.  The  intention  is  that  any  of  the  reduc- 
tions, the  separation  incentives  that  would  be  done,  will  use  that 
same  language.  So  that  is  really  not  an  issue  with  us  as  far  as  the 
language  is  concerned. 

Ms.  Norton.  Well,  it  is  an  issue  for  this  committee,  because  the 
language  is  different,  and  we  look  at  language  the  way  courts  do. 

Ms.  Green.  Yes. 

Ms.  Norton.  That  language  has  meaning,  and  meaning  must  be 
attached  to  that  language.  So,  Mrs.  Morella  has  spoken  about  the 
252,000,  when  you  consider  what  clearly  is  no  scientific  basis, 
whatever  one's  guesstimate  is,  talk  of  RIFs  in  that  context,  and 
using  this  language  does  not  help  this  matter. 

Have  you  contemplated  how  many  reductions  the  administration 
anticipated  to  result  from  this  measure  before  us  and  over  what  pe- 
riod of  time? 

Ms.  Green.  Using  the  experience  we  have  had  with  DOD  and 
the  other  agencies,  we  anticipate  that,  for  the  early  retirements, 
about  20  percent  of  the  eligibles  would  take  the  incentive  pay- 
ments, and  that  would  amount  to  about  over  25,000  employees. 
And  then,  for  the  optional  retirees,  we  have  an  estimate  that  about 
42  percent,  or  28,000,  would  take  the  VSIP,  and  these  are  in  the 
nondefense  agencies.  And  also  the  defense  agencies  would  still  have 
their  ongoing  initiatives. 

So  totally  we  are  projecting  between  60,000  and  100,000  persons 
who  would  take  advantage  of  this  incentive. 

Ms.  Norton.  In  the  administration's  position,  will  the  measures 
you  propose  avoid  or  minimize  the  need  for  involuntary  separations 
due  to  reduction  in  force  or  will  RIFs  be  necessary,  in  your  opinion, 
to  reach  the  252,000? 

Ms.  Green.  No.  We  anticipate  that  the  reductions,  the  voluntary 
separation  incentives,  would  reduce  the  workforce  sufficiently.  We 
are  not  looking  to  do  any  involuntary  separations  at  the  present. 

Ms.  Norton.  As  the  bill  is  currently  drafted  or — ^first,  let  me  in- 
dicate that  you  were  clear  that  coercion  of  workers  will  not  be  per- 
mitted. But  as  the  bill  is  presently  drafted,  there  are  no  express 
protections  against  worker  coercion.  Does  the  administration  plan 
to  implement  such  protection  administratively  or  do  such  protec- 
tions need  to  be  included  in  this  bill? 

Ms.  Green.  We  had  planned  to  do  that  administratively  in  our 
implementing  regulations  from  OPM  and  our  instructions  to  the 
agencies. 

Ms.  Norton.  When  the  Postal  Service  implemented  its  voluntary 
separation  incentive  program  it  failed  to  adequately  target  its 
early-out  and  separation  pay  offers  and  therefore  received  48,000 
acceptances  to  reduce  only  30,000  positions. 
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How  does  the  administration  propose  to  ensure  that  the  agencies 
adequately  plan  and  target  early-out  and  VSIP  offers  under  this 
bill? 

Ms.  Green.  Well,  we  are  going  to  give  the  agencies  as  much 
flexibility  as  possible.  We  have  a  group  of  people  who  will  be  work- 
ing directly  with  the  agencies.  We  are  going  to  help  them  by  pro- 
viding information  to  them  so  that  they  will  be  able  to  offer  the  in- 
centives in  the  areas  that  they  anticipate  will  need  to  be  reduced 
because  of  their  new  mission  and  goals.  They  will  not  have  incen- 
tives offered  in  areas  where  they  would  have  a  large  number  of 
persons  they  would  have  to  replace. 

So  it  depends  upon  the  particular  agency's  mission,  and,  as  I 
said,  we  would  be  working  with  them  to  ensure  that  they  do  the 
best  estimates  that  they  can. 

Ms.  Norton.  Have  you  or  anybody  on  your  staff  talked  with  the 
people  who  handle  that,  those  buyouts,  in  preparing  this  testi- 
mony? 

Ms.  Green.  Yes.  I  am  sure  some  of  the  staff 

Mr.  Klein.  Yes,  Madam  Chair,  we  have  a  downsizing  support 
staff  in  0PM.  We  have  talked  to  DOD  and  the  Postal  Service  and 
others  who  have  been  using  these  to  get  as  much  intelligence  as 
we  can  to  share  with  the  agencies.  We  have  been  briefing  their  re- 
tirement personnel  and  staffing  people  during  this  week,  and  we 
will  be  continuing  next  week. 

One  of  the  provisions  the  bill  also  has  that  give  agencies  flexibil- 
ity is  the  ability  to  put  off  for  two  years  the  separation  of  employ- 
ees that  will  be  critical  to  the  agency's  mission.  As  an  example,  at 
0PM  we  know  our  retirement  group  will  be  hit  with  a  significant 
workload  as  a  result  of  this  bill.  We  will  be  putting  off  the  imple- 
mentation of  the  incentives  in  the  retirement  group  so  we  can 
spread  out  that  impact. 

We  also  will  permit  agencies  to  identify  how  many  retirements 
it  needs  to  meet  its  mission  and  cut  it  off  at  that  point.  Unlike  the 
Postal  Service,  we  will  have  a  target,  if  they  wish  one  in  the  agen- 
cy. And  then,  say,  when  we  reach  2,000  or  1,000,  we  will  cut  it  off 
and  take  all  employees  who  have  signed  up  at  that  point. 

So  we  want  to  have  as  many  tools  as  possible  for  them  to  use 
to  control  that. 

Ms.  Norton.  Given  the  experience,  and  rather  considerable  expe- 
rience some  agencies  have  had,  with  the  success  and  the  experience 
that  the  Postal  Service  had,  with  some  problems,  we  would  expect 
that  this  would  be  done  almost  perfectly,  frankly.  There  will  be  no 
excuse  given,  with  what  we  already  know  and  the  experience  we 
have  already  had,  for  not  drawing  on  that  experience  to  make  this 
work  very  well,  and  we  are  concerned  about  that. 

Mr.  Klein.  We  certainly  hope  so. 

Ms.  Norton.  I  would  like  to  move  now  to  the  Co-chair  of  this 
hearing,  Mr.  McCloskey,  for  questions  before  I  return. 

Mr.  McCloskey.  You  kind  of  surprised  me.  Madam  Chair- 
woman. 

Some  of  the  ideas  for  flexibility  and  greater  attention  to  such 
items  as  health-care  benefits  that  are  going  to  be  suggested  this 
morning  by  President  Sturdivant,  John  Sturdivant — John  mentions 
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that  there  should  be  provision  for  up  to  18  months  to  continue  the 
coverage  under  the  Federal  health  program. 

Secondarily,  I  think — not  necessarily  secondarily,  but  in  order  of 
me  bringing  it  up,  some  more  enhanced  right  or  security  as  far  as 
transfer  into  other  agencies.  I  understand  it  is  very  discretionary 
now.  There  is  not  too  much  in  the  way  of  cross-agency  transfers. 

If  you  can  handle  those,  Ms.  Green,  and  then  I  have  one  or  two 
other  questions  and  then  we  will  go  on  to  someone  else. 

Ms.  Green.  We  certainly  can  look  at  the  Federal  health  benefits 
provisions.  Right  now.  Federal  retirees  can  continue  FEHB  cov- 
erage into  retirement  if  they  have  had  five  years  of  coverage  imme- 
diately before  retiring.  We  can  certainly  look  at  the  18  months'  ex- 
tension. I  don't  know  that  we  have  looked  at  it  and  rejected  it.  So 
we  can  certainly  look  at  that. 

As  far  as  the  transfer  between  agencies,  the  training  component 
of  this  bill  will  certainly  assist  us  in  being  able  to  facilitate  trans- 
fers, because  the  staff 

Mr.  McCloskey.  So  you  could  train  for  a  particular  duty  in  an- 
other agency,  we  understand. 

Ms.  Green.  Yes.  Part  of  the  restrictions  on  training  now  is  that 
employees  can  only  be  trained  in  the  job  that  they  are  in  or  in 
some  job  that  their  particular  classification  makes  them  qualified 
to  be  trained  for.  This  training  bill,  the  portion  of  this  bill  that 
deals  with  training,  will  enable  employees  to  have  an  expanded 
training  ability  and  that,  too,  would  encourage  transfer  between 
agencies  where  we  have  a  need  in  one  agency  and  a  surplus  in  an- 
other. 

Mr.  McCloskey.  How  about  the  idea  of  a  stated  preference  for 
cross-agency  hiring,  provided  the  individual  meets  the  qualifica- 
tions? 

Ms.  Green.  I  am  sorry.  I  didn't  understand  the  question. 

Mr.  McCloskey.  The  idea  there  would  be  a  priority  for  present 
employees  in  other  agencies  and  some  administrative  enforcement 
of  that.  I  guess  you  could  have  points  or  some  administrative  sizing 
component  of  it,  probably  much  as  in  the  veterans  area. 

I  understand,  quite  frankly,  the  flexibility  is  there  to  do  that 
now,  but  it  does  not  happen  very  often  is  my  understanding.  So  is 
there  any  way  to  make  that,  for  lack  of  a  better  term,  semi-manda- 
tory? 

Ms.  Green.  The  priority  placement? 

Mr.  McCloskey.  Yes. 

Ms.  Green.  Yes,  we  can  look  at  putting  some  language  in  prior- 
ity placement  initiatives.  Yes.  That  is  doable. 

Mr.  McCloskey.  How  about  budget  and  administration  of  the 
training  components?  Has  there  been  any  thought  yet  to  just — how 
much  money  that  will  take  in  any  particular  department  or  agency, 
if  nothing  else,  as  a  function  of  their  budget? 

Ms.  Green.  I  don't  know  that  the  individual  agencies  have  had 
an  opportunity  yet.  They  £ire  now  in  the  process  of  formulating  and 
finalizing  their  1995  budget  submissions.  So,  within  their  own 
budget  submissions,  within  whatever  they  have  determined  is  their 
organizational  mission,  they  would  have  the  training  money  avail- 
able, and  they  would  have  to  redirect  it  from  other  means  to  make 
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it  available  within  their  agencies.  We  don't  anticipate  any  new 
funding  for  training. 

Mr.  McCloskey.  Mrs.  Morella  stated  the  concern  very  well,  and 
I  know  that  the  Chair  is  also  very  concerned  as  to  this  250,000  fig- 
ure. Are  there  any  estimates,  generally  speaking,  as  to  what  par- 
ticular agencies  and  what  particular  levels  of  performance  would  be 
so  tgirgeted? 

I  guess  the  corollary  on  what  I  am  asking  is,  is  there  any  real 
thought  as  to  the  expenses  that  will  be  involved  in  any  particular 
agency  to  implement  this  policy? 

Ms.  Green.  Not  that  I  am  aware  of.  The  cost  factor  would  come 
into  play  for  each  agency  in  its  submission  to  0MB  to  get  the  ap- 
proval for  their  incentives.  So  I  don't  think  there  is  any  set  number 
that  they  have  been  given. 

Mr.  McCloskey.  So  we  cannot  really  say  generally — we  cannot 
get  a  general  estimate  yet  of  where  these  250,000  are  going  to 
break  down  as  far  as  agency,  function  and  level  yet? 

Ms.  Green.  No,  I  would  say  not. 

Mr.  McCloskey.  Would  your  department,  your  agency  have  any 
problem  with  some  kind  of  review  provision  in  the  legislation  say- 
ing that  the  GAO' analyze  the  implementation  of  the  training  com- 
ponent within  a  reasonable  amount  of  time  to  see  how  it  is  operat- 
ing and  being  administered? 

Ms.  Green.  No,  we  do  plan  on  doing  that,  but  we  would  not  have 
a  problem  with  any  other  entity  analyzing  that. 

Mr.  McCloskey.  I  see. 

Well,  thank  you  very  much,  Ms.  Green. 

Ms.  Norton.  Thank  you.  Chairman  McCloskey. 

Mrs.  Morella? 

Mrs.  Morella.  Thank  you. 

Ms.  Green,  you  undoubtedly  have  heard  a  whole  myriad  of  sug- 
gestions that  have  been  offered,  and  I  would  just  simply  like  to  ask 
you  to  voice  your  opinion  about  a  few  that  I  am  just  going  to  briefly 
mention. 

What  do  you  think  about  placing  the  buyout  amount  into  an  IRA; 
allowing  it  to  be  put  into  an  IRA? 

Ms.  Green.  I  am  not  sure  how  that  would  affect — Curt  Smith 
could  answer.  We  would  need  to  consult  the  IRS  on  that. 

Mrs.  Morella.  It  may  be  worth  considering  so  maybe  you  can 
make  a  note  and  get  back  to  us. 

Ms.  Green.  I  would  be  glad  to  contact  the  IRS  and  provide  you 
with  a  copy  of  our  inquiry,  as  well  as  any  reply  we  receive  from 
them. 

[The  information  referred  to  follows:! 

The  purpose  of  this  letter  is  to  request  your  advice  on  certain  tax  questions  raised 
by  pending  legislation. 

In  testimony  before  the  House  Post  Office  and  Civil  Service  Committee,  regarding 
H.R.  3218,  the  "Federal  Workforce  Restructuring  Act,"  Ms.  Lorraine  Green,  Deputy 
Director  of  the  Office  of  Personnel  Management,  advised  the  Committee  that  it 
would  be  necessary  to  obtain  advice  from  your  agency  before  we  could  answer  cer- 
tain questions.  If  this  bill  were  to  be  enacted.  Federal  agencies  would  be  authorized, 
over  a  specified  period  of  time,  to  offer  a  lump-sum  benefit,  not  in  excess  of  $25,000, 
to  individuals  who  left  Federal  service,  either  by  resignation  or  retirement.  The 
source  of  the  lump  sum  would  be  the  agency's  administrative  appropriation. 

We  understand  that  if  the  lump  sum  were  paid  directly  to  the  employee,  it  would 
be  immediately  subject  to  Federal  income  tax.  The  committee  has  asked,  however, 
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if  certain  options  might  be  made  available  to  avoid  immediate  taxation.  Among  the 
options  being  discussed  are: 

Directly  depositing,  or  rolling  over,  the  lump  sum  into  an  individujil  Retirement 
Arrangement  (IRA)  as  described  at  26  U.S.C.  408. 

Dir^rtly  depositing  the  lump  sum  into  a  voluntary  contributions  account,  as  de- 
scribed at  5  U.S.C.  8343. 

Directly  depositing  the  lump  sum  into  the  employee's  Thrift  Savings  Plan  account, 
as  described  at  subchapter  III  of  chapter  84  of  title  5,  United  States  Code. 

If  none  of  the  above  options  would  permit  the  employee  to  defer  taxation  of  the 
lump  sum,  please  advise  us  on  what  legislative  amendments  would  be  reqviired  to 
permit  such  deferral  in  one  or  more  of  the  above  options. 

Thank  you  very  much  for  yoiu"  assistance  in  this  matter. 

Mrs.  MORELLA.  Another  suggestion.  Your  opinion  on  the  fact  that 
the  buyout  amount  should  be  placed  in  the  volunteer's  Civil  Service 
Retirement  System  account,  the  CSRS  account.  Any  feeling  about 
that  or  opinion  about  that? 

Ms.  Green.  That  would  not  be  allowed  under  current  law,  but 
we  could  take  a  closer  look  at  that. 

Mrs.  MORELLA.  Great.  And  would  you  get  back  to  us? 

Ms.  Green.  Yes. 

Mrs.  Morella.  Good. 

[The  information  referred  to  follows:] 

The  voluntary  contributions  accounts  under  the  Civil  Service  Retirement  System 
are  designed  to  provide  a  vehicle  for  retirement  savings  for  active  emplovees.  There- 
fore, only  cvurent  employees  can  contribute  to  this  type  of  account.  A  voluntary  con- 
tributions account  is  paid  out  in  the  form  of  an  additional  annuity  at  the  time  of 
retirement,  imless  the  individual  withdrew  the  money  in  the  account  earUer.  We  do 
not  believe  it  would  be  consistent  with  the  purpose  of  these  accounts  to  allow  sepa- 
rated employees  to  contribute  to  them.  However,  those  receiving  a  voluntary  separa- 
tion incentive  would  have  many  other  investment  opportunities  from  which  to 
choose. 

Mrs.  Morella.  Also,  your  opinion  on  waiving  the  2  percent  per 
year  personal  annuity  for  retirement  below  the  age  of  55. 

Ms.  Green.  That,  again,  would  be  a  very  costly  proposal.  We 
have,  in  this  bill,  deliberately  tried  to  stay  away  from  any  revisions 
of  the  retirement  act  itself  until  we  can  further  analyze  the  deficits 
in  those  areas.  But  that  is  a  very  costly  proposal. 

Mrs.  Morella.  So  you  would  not  necessarily  rule  it  out,  but  you 
see  it  as  a  problem  because  of  the  cost? 

Mr.  Klein.  We  are  told  that  would  produce  paygo  issues  defi- 
nitely. And  the  cost — ^for  example,  in  the  current  bill,  we  are  asking 
a  9  percent  payback  to  the  retirement  fund  for  the  amount  that  is 
not  available  in  the  fund  for  the  current  bill.  This  would  produce 
52  percent  payback  as  opposed  to  9  percent. 

So  it  is  very  costly  to  undertake  that  kind  of  incentive.  In  fact, 
it  would  cost  more,  probably,  than  the  agencies  have  for  the  rest 
of  the  year  in  their  appropriations. 

Mrs.  Morella.  Finally,  for  this  round  of  questioning,  your  opin- 
ion on  service  performed  by  air  traffic  second  level  supervisors  and 
managers  that  it  be  creditable  for  retirement  purposes.  Have  you 
considered  that  and  do  you  have  an  opinion  on  it  for  the  service 
performed  by  them — maybe  you  have  not  thought  about  it.  I 
thought  these  were  all  around.  I  guess  not. 

Ms.  Green.  No. 

Mr.  Klein.  We  have  attempted  to  avoid  anything  that  produced 
pay-as-you-go  issues  for  the  obvious  reasons.  And  there  were  many 
suggestions  as  we  went  through  this  that  produced  excessive  costs 
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to  agencies.  So  we  attempted  to  keep  the  bill  strictly  to  what  has 
been  approved  by  Congress  so  far  for  about  half  the  government 
and  improve  upon  that  bill  by  adding  the  9  percent  and  some  of 
the  restrictions  on  coming  back  into  the  public  service. 

Mrs.  MORELLA.  But  you  are  not  ruling  these  out?  You  really  have 
not  thoroughly  considered  them  at  this  particular  point?  You  are 
concerned  about  possible  cost,  pay-as-you-go  situations.  Would  you 
get  back  to  us  on  those  four  points? 

Mr.  Klein.  Certainly. 

Mrs.  MORELLA.  Thank  you. 

[The  information  referred  to  follows:] 

The  administration  is  still  reviewing  the  issue  of  retirement  credit  for  service  as 
a  second-level  supervisor  or  manager  in  air  traffic  control.  A  response  to  Mrs. 
Morella  will  be  provided  at  a  later  date. 

Mrs.  Morella.  And  I  will  yield  back  at  this  point,  Madam  Chair- 
woman. 

Ms.  Norton.  Thank  you,  Mrs.  Morella. 

Ms.  Bjn-ne. 

Ms.  Byrne.  Thank  vou.  Madam  Chairwoman. 

Ms.  Green,  you  talk  about  the  underfunding  of  the  early  retire- 
ment, and  there  will  be  a  one-time  agency  contribution  of  9  percent 
coming  out  of  salaries  and  expenses  to  accomplish  these  early 
buyouts.  What  if  they  don't  have  9  percent?  Does  that  mean  we 
will  have  to  have  some  furloughs  to  accomplish  those  kinds  of  sav- 
ings in  budgets? 

Ms.  Green.  No.  If  they  don't  have  the  funding  for  the  incentives, 
they  should  not  offer  the  incentives. 

Ms.  Byrne.  That  brings  up  a  different  question.  It  seems  that  we 
are  putting  the  incentives  before  we  are  finding  the  funding,  and 
my  experience  with  NASA  in  this  has  been  just  that,  when  we 
talked  earlier  about  planning  and  structure,  my  deepest  concern  at 
this  point  is  that  we  are  seeing  large  aggregate  numbers  out  there 
that  we  need  to  cut  X  number  of  slots,  employees,  and  not  really 
looking  at  the  other  end  of  how  we  are  going  to  replace  them,  if 
they  are  going  to  be  replaced,  if  there  is  enough  money  in  the  total 
budget. 

We  don't  have  all  the  appropriations  done,  so  how  can  these 
agencies  count  on  monies  that  are  not  even  there  in  some  in- 
stances? 

Ms.  Green.  Well,  the  key  to  this  being  a  cost-effective  proposal 
is  that  the  agencies  do  it  as  early  in  the  fiscal  year  as  they  possibly 
can  because  they  have  money  in  their  budgets  to  fund  employees' 
salaries.  And  the  cost  of  the  incentives  would  be  paid  out  of  em- 
ployees' salaries.  So  the  earlier  in  the  fiscal  year  they  could  do  this 
the  more  savings  they  would  realize  and  the  more  money  they 
would  have  available.  But  an  agency,  of  course,  could  not  offer 
more  incentives  than  it  had  money  to  pay. 

Ms.  Byrne.  So  you  are  telling  me  that,  absolutely,  that  an  agen- 
cy could  not  go  into  a  furlough  situation  to  make  up  that  9  percent? 

Ms.  Green.  No,  they  should  not.  And  that,  again,  goes  back  to 
the  0MB  submission,  the  requirement  that  they  justify  to  0MB 
their  incentives  and  their  means  of  financing  those  incentives. 

Ms.  Byrne.  Well,  on  that  0MB  submission  on  page  5  of  your  tes- 
timony, it  is  worded  oddly,  and  maybe  you  can  help  me.  It  says. 
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the  administration  would  expect  agency  heads  to  obtain  approval 
from  0MB.  Why  does  that  not  say  must? 

Ms.  Green.  It  must.  It  should  say  must. 

Ms.  Byrne.  All  right.  That  is  all  I  have  right  now,  Madam  Chair- 
woman. 

Ms.  Norton.  Thank  you,  Ms.  Byrne. 

Now,  Ms.  Green,  I  am  concerned  about  how  this  is  going  to  be 
paid  for,  because  cuts  in  discretionary  spending  are  not  scorable. 
What  is  being  proposed  here  clearly  has  Budget  Enforcement  Act 
implications. 

The  CBO  indicates  to  us  that  in  total  spending  and  in  total  direct 
spending  the  costs  incurred  by  the  administration  proposal  would 
be  $121  miUion  in  1994  or  $30  million  in  1995  and  $123  milUon 
in  1996.  While  in  1997  there  would  be  reductions  of  $76  million 
and  in  1998  reductions  of  $79  million. 

Now,  what  we  have  here  is  CBO  indicating  pay-as-you-go  prob- 
lems and  OMB  saying  no.  What  do  you  say? 

Ms.  Green.  We  say  no,  also.  And  I  think  it  has  a  lot  to  do — and 
some  of  the  staff  may  be  better  versed  than  myself  on  this — a  lot 
to  do  with  how  they  score  these. 

Ms.  Norton.  But  you  have  a  problem  because  the  administration 
has  said  from  the  beginning  that  it  would  live  by  the  word  of  CBO, 
if  not  God,  and,  therefore,  CBO's  numbers,  at  least  in  the  past, 
have  preempted  OMB  numbers.  We  have  some  CBO  numbers  here 
that  show  direct  costs,  which  would  lead  me  to  ask  what  would  you 
cut  to  pay  for  this  buyout? 

Ms.  Green.  And  the  salaries  that  are  budgeted  in  the  agencies' 
budgets  would  be  used  to  pay  each  of  these  items.  The  key  is  being 
able  to  have  the  right  numbers  of  persons  that  you  offer  the  incen- 
tives to  and  doing  it  as  early  in  the  fiscal  year  as  possible. 

Ms.  Norton.  We  see  annuity  payments  here — let  me  give  you  an 
example.  We  see  annuity  payments  of  $248,000,000  in  1994.  You 
have  reduced  that,  by  receipt  of  the  9  percent  payment,  to  $127 
million  but  are  left  with  direct  spending,  according  to  CBO,  of  $121 
million.  You  still  are  left  with  direct  spending  money  that,  under 
the  budget  agreement  of  1990,  would  require  that  you  find  a  way 
to  pay  for  it.  How  are  you  paying  for  it,  given  these  figures? 

Ms.  Green.  Ms.  Norton,  that  is  one  issue  we  would  have  to  get 
back  to  you  on.  That  is  a  little  out  of  our  area  of  expertise.  If  we 
could  get  back  to  you  on  that.  I  know  you  are  anxious  to  have  that 
as  a  basis  for  continuing. 

Ms.  Norton.  I  would  appreciate  it  since,  as  you  can  see,  it  is  a 
giant  stumbling  block  to  what  otherwise  would  appear  to  be  an  im- 
portant way  to  avoid  problems  for  employees.  Now  you  have  prob- 
lems with  budget. 

[The  information  referred  to  follows:] 

OMB  has  determined  that  the  bill  does  not  violate  pay-as-you-go  procedures. 

Under  the  Budget  Enforcement  Act's  pay-as-you-go  procediu^s,  any  direct  spend- 
ing must  be  offset  by  cuts  or  face  sequestration.  OMB,  which  detennines  whether 
a  bill  violates  pay-as-you-go  provisions  for  sequestration  determinations,  has  ruled 
that  the  bill,  like  the  DoD  and  CIA  separation  packages  previously  approved  by 
Congress,  does  not  violate  pay-as-you-go  rules.  OMB  has  determined  that  since  the 
bill  does  not  change  the  law  for  regular  or  early  retirement,  there  is  no  direct  spend- 
ing (no  pay-as-you-go  violation). 


17 

Over  the  long  term  the  bill  is  cost  neutral  in  the  mandatory  retirement  program, 
as  ejirlier  annuity  pajrments  and  foregone  employee  contributions  are  offset  by  re- 
duced annuity  payments  and  the  one-time  nine-percent  agency  contribution. 

Ms.  Norton.  In  the  proposal,  it  states  it  is  the  administration's 
intention  that  agencies  develop  VSIP  plans  which  cannot  be  imple- 
mented without  0MB  approval.  Now,  you  indicated  to  Ms.  Byrne 
that  that  approval  will  be  required.  I  must  wonder  then  why  that 
is  not  in  the  bill,  getting  back  to  language  and  how  people  do  not 
use  language  without  intending  its  consequences. 

Ms.  Green.  Ms.  Norton,  again,  I  will  look  at  that  language. 
There  was  no  intent  not  to  be  specific  about  it.  There  will  be  0MB 
approval. 

Ms.  Norton.  I  hope  0MB  will  find  a  way  to  approve  that  expedi- 
tiously and — as  in  keeping  with  the  necessary  flexibility. 

But,  again,  given  the  Postal  Service  experience,  we  can  see  the 
need  for  some  oversight,  enlightened  oversight,  over  what  the  agen- 
cies are  doing.  They  will  certainly  need  guidance.  You  will  be  giv- 
ing them  that,  of  course,  but  this  is  a  government-wide  program, 
and  0MB  will  be  a  player,  and  it  will  be  interesting  to  hear  from 
DOD  on  the  role  0MB  played  there. 

I  would  like  to  take  some  time  to  look  at  the  9  percent  agency 
contribution  and  exactly  how  it  offsets  the  cost  of  an  early  retiree's 
annuity  and  if  it  does  so  at  all. 

How  did  0MB  determine  that  the  9  percent  that  you  have  used 
throughout  your  testimony  was  an  accurate  reflection  of  the  cost  of 
early  out  to  the  Federal  Grovemment?  What  assumptions  were 
used?  How  are  we  to  evaluate  it? 

Ms.  Green.  We  can  certainly  provide  to  you  our  standard  actuar- 
ial assumptions  taken  from  actual  experience  of  GSRS  from  1975 
through  1989,  and  this  is  to  calculate  the  present  value  of  cost  to 
the  civil  service  retirement  fund  of  each  of  the  average  early  retire- 
ments. 

[The  information  referred  to  follows:] 

When  compared  to  normal  retirements,  early  retirements  have  an  adverse  effect 
on  the  retirement  fund  when  viewed  from  the  standpoint  of  what  employees  contrib- 
ute to  the  cost  of  the  overall  benefit  provided.  While  an  early  retirement  occasions 
a  smaller  benefit,  the  benefit  begins  sooner  and  the  retirement  fiind  loses  the  in- 
come it  would  have  received  in  the  form  of  employee  contributions  had  the  employee 
continued  working.  Our  actuaries  have  estimated  the  net  effect  of  all  this  to  be  9% 
of  the  average  early  retiree's  final  salary  based  on  an  analysis  of  all  early  retire- 
ments that  occurred  fi-om  1975  to  1989.  Since  agency  determinations  are  the  basis 
for  early  retirement  authority,  it  is  appropriate  for  agencies  to  bear  this  cost. 

Ms.  Norton.  Now,  to  the  extent  that  the  9  percent  is  based  on 
past  experience  with  early  retirements,  this  would  be  a  past  in 
which  a  $25,000  incentive  bonus  did  not  exist.  Therefore,  we  were 
left  to  wonder  how  would  you  measure  the  cost  of  early  retirements 
to  occur  under  this  bill? 

Ms.  Green.  Well,  the  $25,000  is  going  to  come  out  of  the  agency's 
appropriated  budget.  It  will  not  affect  the  retirement  fund.  What 
will  affect  the  retirement  fund  are  the  numbers  of  persons  who  are 
going  to  retire  now  because  we  are  offering  the  incentive  bonus. 
But  the  $25,000  comes  out  of  one  pot,  which  would  be  the  appro- 
priations, and  then  the  9  percent  would  be  to  help  the  retirement 
fund  for  the  number  of  early  retirees. 


18 

Ms.  Norton.  Let  me  try  again.  I  understand  they  come  out  of 
separate  pots.  But  in  the  past,  and  you  say  the  actuarial  experience 
from  the  past,  and  I  understand  actuarial  experience  from  the  past, 
but  you  (hd  not  have  this  $25,000  incentive  bonus.  Would  not  that 
Effect  the  way  you  apply  or  derive  a  contribution  figure? 

Ms.  Green.  Yes.  I  will  ask  Curt  Smith  to  respond  to  that  ques- 
tion. Madam  Chair. 

Mr.  Smith.  It  is  a  difficult  question,  because  we  have  worked,  as 
our  actuaries  must,  based  on  the  past  and  what  is  known,  and 
there  are  some  new  things  here.  However,  we  will  not  know  until 
it  is  over  what  the  effect  of  those  new  things  will  be. 

Ms.  Norton.  There  must  be  a  better  way  to  do  it  than  that. 

Mr.  Smith.  We  can  do  it  retroactively.  I  don't  know  how  you  do 
it  prospectively.  We  have  had  a  lull  in  retirements  for  some  time, 
as  we  think  our  workforce  anticipates  that  something  like  this  will 
happen.  It  is  entirely  possible  when  it  is  over  that  our  retirees  will 
look  exactly  like  they  have  looked  historically,  because  it  is  a  long 
view  we  take  and  not  just  a  2  or  3  year  period. 

We  are  comfortable  that  the  experience  we  have  had — and  the 
experience  we  are  talking  about  here  is  the  age  and  service  of  peo- 
ple— that  is,  what  is  important  to  the  cost  of  a  particular  early  re- 
tirement— ^will  not  be  radically  different  because  of  this  phenome- 
non of  people  waiting  to  retire  to  see  if  there  will  be  an  incentive. 
But  I  cannot  guarantee  that  there  will  not  be  different  things  that, 
if  we  look  at  it  in  5  years,  would  cause  us  to  do  it  differently. 

Ms.  Norton.  But  yet  you  come  up  with  the  252,000  figure  and 
without  that  experience.  So  you  can  understand  our  skepticism 
about  numbers  as  high  as  that  when,  as  you,  I  think,  appropriately 
concede,  you  are  working  from,  at  best,  the  notion  that  there  is  a 
buildup  of  retirees  who  have  been  waiting  for  this  opportunity.  We 
do  not  even  know  what  that  buildup  is. 

And  apparently,  and  interestingly,  over  the  years  of  experience 
we  have  not  come  up — or  you  have  not  come  up  with  a  way  to 
project  what  the  number  would  be  and,  therefore,  to  derive  from 
that  contribution  and  other  figures  such  as  savings. 

Is  that  right,  that  we  have  not  developed  a  mathematical  model 
that  could  help  us  out  in  such  projections,  so  that  a  figure  like 
252,000  would  not  come,  as  it  does,  from  the  premise  and  not  the 
recommendations  of  the  NPR  report? 

Very  interesting,  we  note  that — and  nowhere  is  252,000  men- 
tioned. And  I  congratulate  the  report  on  that,  because  that  en- 
hances its  credibility,  that  Vice  President  Gore's  premise  denied 
the  recommendations  in  the  body  of  the  report.  And  I  also  con- 
gratulate you  that  you  have  not  put  before  us  a  bill  that  would  cod- 
ify, or  attempt  to  codify,  I  should  say,  the  252,000  number,  which 
would  then  require  great  evidentiary  undergirding. 

But  what  I  asked  about  all  of  this  was  whether  or  not  any  kind 
of  models,  recognizing  that  all  models  are  limited,  have  come  out 
of  the  Federal  Government's  considerable  experience  in  buyouts? 

Mr.  Smith.  Of  course.  And  very  elaborate  models.  The  variable 
that  is  the  hardest  is  human  behavior.  How  will  people  respond? 

Ms.  Norton.  Economists  also  claim  to  know  everything  about 
that  in  their  models. 
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Mr.  Smith.  We  are  using  actuaries  and  not  economists.  Perhaps 
that  is  the  problem.  We  deal  very  carefully  in  facts  and  known  pat- 
terns, and  it  is  on  that  basis  that  we  have  made  these  projections. 
And  we  believe,  given  long  enough,  they  will  be  accurate.  They  may 
be  inaccurate  over  a  five-year  period,  but  over  a  50-  or  60-year  pe- 
riod, my  watching  these  things  tells  me  that  we  will  have  the  right 
number.  Even  if  it  is  not  over  a  short  run,  over  the  long  run  it  will 
be. 

Ms.  Norton.  What  will  be  the  right  number? 

Mr.  Smith.  The  9  percent,  over  the  long  run,  will  be  the  correct 
number. 

Ms.  Norton.  I  have  a  concern  that  the  imposition  of  such  high 
costs,  which  will  be  funded  out  of  agency's  shrinking  salaries  and 
expense  accounts,  could  deter  agencies  from  using  the  very  VSIP 
authority  that  you  are  encouraging. 

Ms.  Green.  That  is  one  of  the  reasons  why  we  are  advocating 
quick  approval,  so  that  the  agencies  would  have  the  opportunity 
early  in  the  fiscal  year.  It  has  been  our  experience  that,  as  early 
in  the  fiscal  year  as  possible,  that  we  could  offer  some 

Ms.  Norton.  No,  but  I  am  now  hypothesizing,  Ms.  Green,  that 
an  agency  head  sits  down  and  calculates  the  cost  of  funding  the  au- 
thority out  of  budgets  that  are  shrinking,  and,  given  your  9  per- 
cent, for  example,  and  remembering  that  this  is  coming  out  of  sal- 
ary and  expense  accounts,  which  are  not  growing,  and  seeing  the 
additional  costs  and  the  9  percent,  wonders  whether  they  should 
proceed,  since  there  is  discretion,  is  there  not?  There  is  some  dis- 
cretion here. 

Ms.  Green.  Yes,  there  is  some  discretion. 

Ms.  Norton.  Now,  the  agency  has  to  meet  its  numbers.  If  the 
agency  decides  not  to  do  buyouts,  then  you  are  nevertheless  expect- 
ing the  agency  to  reduce  the  number  of  employees? 

Ms.  Green.  If  they  need  to.  They  have  to  manage  to  budget.  So 
if  some  agencies  have  high  attrition  rates,  for  example,  they  may 
not  need  to  offer  the  buyouts.  Other  agencies  that  have  low  attri- 
tion, will  have  to  offer  buyouts.  Each  individual  agency  will  have 
their  own  criteria. 

Ms.  Norton.  Before  you  ever  got  here  with  this  proposal,  they 
were  working  on  152,000.  You  add  100,000  to  it,  and  is  it  conceiv- 
able there  will  be  an  agency  that  did  not  need  this  authority,  given 
those  numbers? 

Ms.  Green.  Probably  not,  unless  there  was  a  smaller  agency,  but 
probably  not. 

Ms.  Norton.  So  they  have  to  meet  these  extra  expenses  and  may 
be  caught  between  a  rock  and  a  hard  place.  Have  you  thought  that 
through  and  how  you  might  help  an  agency  to  msmage  its  way  out 
of  that  dilemma? 

Ms.  Green.  Yes,  and  some  of  the  agencies  now,  including  0PM, 
have  a  freeze  on  outside  hiring.  So  some  of  the  things  you  have  to 
do  to  start  planning  now  to  avoid  involuntary  separations  are  al- 
ready being  done,  such  as  hiring  freezes. 

And  the  other  thing  that  we  caution  them  on  is  the  expense  of 
involuntary  separations.  It  costs  a  lot. 
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Ms.  Norton.  I  am  talking  about  direct  costs,  not  the  morale  is- 
sues involved  with  RIFs  but  having  the  9  percent  contribution  for 
the  retirement  fund. 

Ms.  Green.  It  is  still  cost  effective  to  reduce  that  way  now,  if 
that  is  what  you  have  to  do  to  manage  your  budget,  rather  than 
do  an  involuntary  separation  later. 

So  it  puts  a  lot  of  responsibilities  on  the  managers  and  on  their 
financial  people  to  ensure  that  they  have,  in  fact,  looked  at  their 
agency  and  made  the  right  decisions. 

Ms.  Norton.  Well,  are  you,  for  example,  at  the  present  time 
using  the  authority  where  one  replacement  employee  can  be  hired 
for  every  two  employees  who  go?  Are  you  using  that,  as  you  pro- 
pose to  use  under  the  early  retirement  or  voluntary  separation  pro- 
gram? 

Ms.  Green.  We  are  not  using  that  now.  We  have  talked  to  the 
agencies  about  it  because  it  is  in  this  particular  bill. 

Ms.  Norton.  You  say  there  is  already  a  freeze  and  they  are  al- 
ready, therefore,  prepared  for  this  because  they  are  already  doing 
it. 
Ms.  Green.  No,  I  used  OPM  as  an  example. 
Ms.  Norton.  Is  there  a  government-wide  freeze? 
Ms.  Green.  No,  there  is  not  at  present. 

Ms.  Norton.  So  some  agencies  just  in  anticipation  have  frozen 
their  own? 
Ms.  Green.  Based  on  their  own  financial  situations. 
As  you  mentioned,  some  are  going  to  be  in  serious  financial  dif- 
ficulties, and  1995  looks  like  the  year  when  it  will  all  come  to  a 
head.  So  if  they  can  reduce  the  payroll  and  get  these  costs  out  of 
the  way  as  early  in  1994  as  possible,  they  will  have  four  years'  sav- 
ings in  1995  for  these  positions.  And,  in  fact,  some  of  them  may 
not  be  filled  on  that  ratio,  that  one  for  two.  They  might  not  be  able 
to  fill  any  positions  at  all,  depending  on  how  their  budget  looks. 

Ms.  Norton.  Well,  if  they  filled  one  for  every  two,  that  suggests 
that  the  program  may  induce  more  reductions  than  are  necessary 
and  that  50  percent  of  the  reduced  positions  might  eventually  be 
rehired.  Is  this  a  correct  interpretation? 

Ms.  Green.  No.  As  a  matter  of  fact,  we  wanted  to  give  the  agen- 
cies some  leeway  in  case  they  ran  into  some  emergency  situations 
where  they  had  an  exorbitant  number  of  people  leave  for  any  par- 
ticular reason  in  an  area  where  they  had  to  backfill.  But  we  do  not 
anticipate  much  backfilling,  looking  at  the  1995  budget  numbers, 
quite  frankly.  So  we  do  not  anticipate  a  50  percent  retainage. 

Ms.  Norton.  Well,  wait  a  minute.  I  want  to  understand  how  this 
works.  Under  your  provision,  an  agency  could  replace  one  employee 
for  every  two  employees  who  resigned  or  retired  early? 
Ms.  Green.  That  is  correct. 

Ms.  Norton.  Now,  that  suggests  that  there  may  be  more  reduc- 
tions than  are  necessary  and,  mathematically,  it  suggests  that  50 
percent  of  the  people  could  be  rehired  eventually. 
Ms.  Green.  If  the  agencies  could  afford  to  rehire. 
Ms.  Norton.  But  you  say  they  can.  You  say  that  in  the  bill,  re- 
placement of  an  employee  for  every  two  out.  So  in  planning — ^the 
agency  person  now  is  trying  to  think  through  the  slots  in  that  way. 
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and  I  am  trsring  to  figure  out  what  that  really  comes  down  to  as 
the  bottom  line. 

Have  you  overestimated  the  number  of  reductions?  Is  this  num- 
ber included — is  this  the  number  that  goes — the  252,000.  That  is 
the  target  here? 

Ms.  Green.  No,  it  does  not  have  any  relationship. 

Ms.  Norton.  The  two  employees  that  leave — are  those  two  em- 
ployees that  leave,  when  you  add  all  those  two  employees  up,  do 
you  get  the  252,000  or  less?  Because  you  are  including  the  author- 
ity to  hire  one  employee  for  every  two  that  leave.  I  am  trying  to 
figure  out  how  that  works. 

Ms.  Green.  I  understand.  No,  the  252,000  was  not  a  consider- 
ation in  any  of  those  numbers,  and,  again,  we  could  look  at  the  lan- 
guage. It  was  just  our  intent  to  give  the  agencies  the  flexibility  if 
they  needed  it.  We  certainly  can  look  at  that  language  also  to  see 
if  we  can  make  it  clearer.  We  do  not  intend  to  give  them  the  au- 
thority, certainly  if  they  cannot  afford  it,  to  backfill  50  percent  of 
the  people  that  leave.  That  is  not  our  intent. 

Mr.  Klein.  Their  ultimate  control  will  be  their  budget,  and  their 
budgets,  we  believe,  will  drive  them  to  less  than  a  one-for-two  re- 
placement. If  we  are  predicting  60,000  to  100,000  people  taking 
this  incentive,  assuming  we  get  it  to  them  early  in  the  next  cal- 
endar year,  there  will  not  be  sufficient  takers  from  that  to  meet  the 
targets  in  most  agencies. 

Ms.  Norton.  Would  you  say  that  again,  that  last  thing? 

Mr.  Klein.  Well,  we  have  looked  at  typical  organizations.  And  to 
price  this  out  for  one  year,  to  actually  have  the  agency  be  able  to 
afford  this  package,  they  will  have  to  choose  a  window  fairly  early 
in  the  year.  If  they  wait  until  July,  August,  September,  they  will 
obviously  not  have  enough  money  to  fund  it.  It  is  probably  a  March 
time  frame  by  which  they  have  to  get  this  thing  accomplished  in 
order  to  have  the  9  percent  and  the  $25,000  or  a  portion  thereof 
to  pay  out  of  their  salary  dollars.  If  they  get  maximum  takers,  we 
are  only  looking  at  60,000  to  100,000  takers. 

So  whether  this  252,000  is  the  right  number  or  not,  we  will  not 
get  near  that  with  this  incentive.  It  will  take  some  of  the  pressure 
off  in  the  future  and,  hopefully,  allow  attrition  and  normal  govern- 
ment management  to  take  care  of  the  rest. 

Ms.  Norton.  Yes.  And  the  most  extraordinary  planning  suggests 
that,  early  on,  one  would  almost  want  to  ignore  it.  If  the  agency 
head  took  seriously  this  target  and  took  seriously  that  RIFs  are  not 
to  be  included,  then  it  would  almost  want  to  ignore  the  replace- 
ment authority  to  the  greatest  extent  possible. 

Mr.  Klein.  Absolutely,  that  is  a  maximum  replacement.  We  ex- 
pect it  to  be  less  than  that. 

Ms.  Norton.  How  much  would  the  9  percent  agency  contribution 
have  to  be  raised  to  reduce  or  eliminate  the  2  percent  annuity  pen- 
alty employees  currently  pay  for  each  year  they  retire  below  age 
55? 

Mr.  Smith.  To  give  the  retirement  fund  up  front  the  money  that 
is  necessary  for  eliminating  the  2  percent  would  be  55  percent  in- 
stead of  9. 
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Ms.  Norton.  What  data  did  you  use  in  determining  that  agen- 
cies could  afford  to  pay  a  9  percent  contribution  in  addition  to  pay- 
ing the  separation  pa3rments? 

Ms.  Green.  We  did  not  approach  it  that  way.  We  approached  it 
from  the  point  of  having  the  retirement  fund  not  suffer  because  of 
all  of  the  early  retirements.  So  this  would  be  the  amount  that  the 
retirement  fund  would  need  to  be  stabilized  at,  not  so  much  that 
the  agencies,  that  we  were  trying  to  balance  the  agencies'  budgets 
with  these. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Green. 

I  want  to  go  to  Mr.  McCloskey  then  and  next  to  Mrs.  Morella. 

Mr.  McCloskey.  Thank  you,  Madam  Chair. 

Just  one  question,  some  of  our  witnesses  have  stated  that  90 
days  is  too  short  a  time  period  to  offer  the  VSI  to  employees  due 
to  bureaucratic  problems  in  getting  notice  to  eligible  employees.  Is 
it  possible  that  an  extended  period  of  time,  such  as  120  days,  could 
be  considered  or  more  fruitful? 

Ms.  Green.  We  have  been  working  extensively  with  the  agencies 
since  this  bill  was  introduced.  We  have  even  had  packages  that  we 
have  delivered  to  them  and  gone  over  with  them.  They  have  start- 
ed their  planning  already.  So  we  think  that  they  will  be  ready  and 
may  not  need  the  entire  90  days  in  most  instances  to  put  this  into 
place. 

Ms.  Norton.  Would  the  gentleman  yield? 

Mr.  McCloskey.  Yes,  Madam  Chair. 

Ms.  Norton.  Because  it  looks  as  though  they  gave  the  DOD,  CIA 
and  NASA  authority  through  September  30,  1997,  and  no  similar 
deadline  or  anything  approaching  it  is  contemplated  for  the  govern- 
ment-wide buyout,  which  is,  I  suppose,  the  question. 

Ms.  Green.  It  goes  back  to  the  budget.  It  seems  like  everything 
goes  back  to  money  and  the  sooner  that  we  can  do  this  and  get  it 
behind  us,  the  better,  so  that  we  can  try  to  move  on  into  1995  with 
a  balanced  budget.  So  it  has  to  do,  mainly,  with  the  numbers  and 
the  effect  of  the  timing  on  the  budget. 

Mrs.  Morella.  If  the  gentleman  would  yield. 

Mr.  McCloskey.  Yes. 

Mrs.  Morella.  On  the  very  same  point,  let's  say  an  agency  de- 
cides they  want  to  do  January  to  March,  as  they  probably  would, 
and  if  it  does  not  expire  until  September,  you  may  have  some  peo- 
ple who  become  eligible  during  that  period  of  time.  Will  you  make 
any  provisions  to  allow  those  people  the  option  through  September, 
1994? 

Mr.  Klein.  What  we  intend  to  do  is  have  a  flexible  90-day  win- 
dow for  an  agency.  In  other  words,  from  the  time  the  bill  would  be 
passed  until  30  September,  they  may  choose  90-day  windows  for 
various  elements  of  their  organization. 

Mrs.  Morella.  They  could  stagger  it?  It  would  be  January  to 
March.  Another  group  would  be 

Mr.  Klein.  For  an  organization  in  San  Francisco,  they  may  wish 
a  later  90-day  period,  and  employees  would  sign  up  during  those 
periods.  So  they  could  balance  the  workload  for  the  agency. 

Mrs.  Morella.  They  could  try  to  balance  it.  You  could  still  find, 
in  some  instances,  there  would  be  those  who  would  feel  they  would 
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be  eligible,  even  though  their  agency  or  their  department  of  the 
agency  or  division  chose  another  time  frame. 

Mr.  Klein.  If  in  a  situation  where  an  agency  were  to  put  off  the 
exit  of  employees  based  on  critical  need,  for  example,  if  they  took 
the  option  of  spreading  an  occupation  over  a  two-year  period,  for 
example,  for  our  claims  examiners'  retirement,  if  they  signed  up 
during  the  30-day  window,  they  could  leave  at  periods  during  that 
following  two  years  as  long  as  they  sign  up.  We  have  to  get  them 
signed  up  during  that  window. 

If  they  made  that  commitment,  they  could  leave  later  on  during 
a  two-year  window  if  they  were  in  a  critical  occupation  where  we 
had  to  keep  them  on  board  to  get  the  job  done  and  collect  taxes  or 
process  claims  and  what  have  you. 

Mrs.  MORELLA.  I  understand  that.  I  guess  what  I  am  saying  is 
a  little  different.  It  is  simply  that,  again,  using  the  idea  that  the 
agencies  want  to  implement  it  as  soon  as  possible  so  they  make  it 
January  to  1st  of  March,  if  somebody  might  become  eligible  after 
that  time,  is  there  a  possibility 

Mr.  Klein.  If  they  are  in  one  of  those  occupations  that  became 
delayed  and  they  became  eligible  later  on,  they  could  take  it  at  that 
time.  It  would  be  based  on  the  eligibility  at  the  time  they  leave. 
So  if  they  were  to  become  eligible  in  January  of  1995  and  they 
were  in  one  of  those  critical  occupations  that  is  spread  over  two 
years,  they  could  at  that  time  retire  if  they  signed  up  during  the 
90-day  window. 

That  is  critical  for  us,  to  have  people  commit  so  they  are  not 
waiting  and  hoping  for  a  more  expensive  buyout. 

Mrs.  MoRELLA.  So  they  would  have  to  sign  up  during  that  pe- 
riod? 

Mr.  Klein.  That  is  correct. 

Mrs.  MORELLA.  I  may  get  back  to  that  later.  Thank  you. 

Thank  you,  Mr.  Chairmain. 

Mrs.  Norton.  Ms.  Byrne? 

Ms.  Byrne.  No  questions. 

Ms.  Norton.  Your  last  point  is  really  a  critical  point.  We  always 
hear  of  people  waiting  for  a  buyout  or  a  similar  opportunity  to 
occur,  and  you  need  these  people  to  fish  or  cut  bait  now,  and  you 
are  trying  to  send  that  message  that  this  is  the  only  chance  you 
are  going  to  get. 

Mr.  Klein.  There  is  not  going  to  be  a  better  one.  This  is  it. 

Ms.  Norton.  DOD  did  not  feel  that  same  necessity.  Why? 

Mr.  Klein.  DOD  is  suffering  a  very  massive  downsizing  as  you 
know  over  a  number  of  years,  with  base  closures  out  into  the  fu- 
ture. So  we  felt  they  needed  more  flexibility  when  we  worked  with 
them  on  their  retirement  package.  So  they  have  that  capability.  So 
if  they  are  closing  a  shipyard  three  years  from  now,  they  will  be 
able  to  manage  that. 

We  did  not  feel  with  the  rest  of  the  agencies  that  was  the  case, 
and  we  felt,  as  you  pointed  out,  we  needed  to  get  them  signed  up 
now. 

Ms.  Norton.  I  can  certgiinly  understand  the  difference  between 
DOD.  I  mean  this  Congress  has  contributed  mightily  to  the  need 
for  doing  what  we  can  on  DOD.  But  with  CIA  and  NASA,  one  won- 
ders if  that  is  not  special  legislation  that  somebody  just  kind  of 
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hoped  in  there  for  these  agencies.  Are  they  going  to  be  included 
now  under  the  90-day  authority,  and  that  is  it,  or  are  they  going 
to 

Mr.  Klein.  CIA  is  not  included  under  this  bill. 

Ms.  Norton.  Why  does  the  CIA — are  you  downsizing  the  CIA  as 
much  as  you  are  the  DOD?  Why  is  the  CIA  and  NASA  extended 
to  September  30,  1997,  and  other  agencies  have  90  days  to  make 
a  decision?  What  is  the  difference  between  the  CIA,  NASA  and  the 
State  Department? 

Mr.  Klein.  Their  bills  were  structured  that  way  initially.  We 
feel 

Ms.  Norton.  You  are  giving  me  the  result.  I  am  asking  for  the 
reason. 

Mr.  Klein.  I  don't  know  the  reason. 

Ms.  Norton.  We  would  ask  you  to- 


Mr.  Klein.  I  think  the  DOD  is,  as  we  have  talked  about  this- 


Ms.  Norton.  And  the  DOD  does  not  know  or  the  CIA  does  not 
because  we  have  asked  them. 

Mr.  Klein.  I  believe  CIA  modeled  their  bill  on  DOD,  and  that 
was  the  same  wording  DOD  used. 

Ms.  Norton.  Again,  you  are  giving  me  the  result,  and  I  want  to 
find  the  reason,  i^d  I  wish  before  the  record  closes  you  could  give 
us  the  reasons  that  CIA  and  NASA  were  treated  differently.  We  ac- 
cept and  understand  DOD. 

[The  information  referred  to  follows:] 

It  is  OPM's  vinderstanding  that  the  NASA  'Touyout"  proposal  was  modeled  after 
that  of  DOD  simply  because  an  approach  that  had  already  been  enacted  with  re- 
spect to  another  agency  was  thought  to  have  the  greatest  chance  of  success  in  Con- 
gress. Also,  NASA  preferred  the  same  flexibility  that  the  DOD  bill  provided.  Al- 
though the  CIA  has  chosen  not  to  comment  on  its  approach  to  separation  incentives, 
we  would  not  be  surprised  if  its  reasoning  were  similar. 

With  respect  to  the  Government  as  a  whole,  however,  our  objective  was  to  achieve 
maximum  savings  within  the  shortest  period  of  time  practicable.  Consequently, 
short  "windows"  during  which  employees  would  have  to  elect  to  accept  a  separation 
incentive  were  considered  preferable  to  a  very  prolonged  period  for  offering  and  ac- 
cepting "buyouts." 

Ms.  Norton.  In  writing  this  bill  and  making  your  calculations, 
have  you  considered  the  effect  of  normal  turnover  rates  at  agencies 
currently  authorized  to  utilize  VSIP  programs? 

Ms.  Green.  Have  we  considered  the  normal  turnover  rate  at 
agencies  that  already  have  incentive  programs? 

Ms.  Norton.  Yes. 

Ms.  Green.  Yes.  And  I  am  sorry,  I  am  not  following  you. 

Ms.  Norton.  I  want  to  know  how  that  had  formed  this  proposal. 
How  would  a  drop  in  normal  turnover  affect  agencies'  efforts  and 
abilities  to  reduce  work  loads? 

Ms.  Green.  OK.  What  we  found  is  that  the  agencies  that  had  use 
of  incentives,  that  their  attrition  rates  were  higher  by  some  20  per- 
cent, 25  percent  attrition  rate,  where  we  have  been  steadily  drop- 
ping in  the  other  agencies  with  no  incentives  down  to  about  4  per- 
cent attrition  rate.  We  have  had  highs  of  maybe  8  percent,  and 
then  about  four  years  ago  went  down  to  5  percent,  and  now  it  has 
been  steadily  dropping  down  to  4  percent  attrition. 

So  we  do  view  this  as  a  tool  to  assist  in  reducing  the  workforce 
voluntarily. 
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Ms.  Norton.  I  still  am  concerned  about  this  9  percent  agency 
contribution.  We  know  that  conventional  wisdom  has  it  that  early 
retirement  incentives  save  employer's  money  over  the  long  run. 
That  is  why  they  are  used.  And  we  can  see  it,  even  though  the 
scoring  is  done  in  a  way  that  may  not  truly  identify  the  savings 
as  we  would  like,  but,  in  any  case,  we  accept  that  there  are  savings 
in  the  long  run. 

This  would  suggest  that  the  9  percent  agency  contribution,  which 
is  supposed  to  more  accurately  reflect  the  cost  of  early  retirement 
to  the  Federal  Government,  is  unnecessary.  Would  you  comment  on 
that,  please? 

Mr.  Smith.  Yes,  and  I  think  I  am  going  to  have  to  categorize  the 
Federal  Grovemment  a  little  bit.  The  9  percent  addresses  the  loss 
to  the  Civil  Service  Retirement  and  Disability  Fund  as  opposed  to 
a  total  government-wide  picture.  That  Fund  has  a  serious  un- 
funded liability,  and  we  thought  it  wise  not  to  aggravate  that. 

Ms.  Norton.  Are  you  trying  to  make  up  for  it? 

Mr.  Smith.  We  are  trying  not  to  aggravate  it.  We  are  not  trying 
to  make  up  for  it,  but  we  are  trjdng  not  to  worsen  it. 

Ms.  Norton.  I  hope  that  you  have  not  created  other  problems  in 
the  process.  I  can  understand  your  concern  regarding  the 
underfunding,  I  very  much  understand  that,  but  I  hope  you  have 
not  thrown  out  of  balance  what  you  need  to  do  to  get  the  buyouts 
in  the  first  place. 

How  will  you  avoid  the  problems  that  the  Postal  Service  had 
where  this  committee  had  to  have  hearings  on  fair  representation 
of  minorities  and  women?  What  will  you  do  or  can  you  do — what 
do  you  plan  to  do  to  avoid  any  disproportionate  impact  that  might 
not  be  rectifiable  because  there  will  be  very  little  hiring? 

Ms.  Green.  The  implementation  guidelines  we  are  going  to  give 
them,  first  of  all — not  to  directly  answer  your  question,  but  just  to 
let  you  know  the  implementation  guidelines  we  are  giving  them — 
are  going  to  have  a  lot  of  information  in  there  to  the  employees 
about  voluntary  proposeds,  voluntary  initiatives. 

The  specific  issue  of  minorities  and  women,  with  the  retirees,  the 
persons  who  have  the  most  service  in  the  government  now  are 
not — and  the  ones  who  we  anticipate  will  utilize  this  incentive 
more — are  not,  by  and  large,  the  women  and  the  minorities.  But  by 
persons  leaving  the  workforce  now  and  opening  up  other  opportuni- 
ties, with  the  training  component  of  this  piece,  we  are  looking  to 
make  sure  that  people  who  are  left,  who  have  the  least  amount  of 
service,  the  ones  who  would  be  gone  if  we  had  an  in  voluntary- type 
process,  that  those  are  the  persons  that  we  would  work  very  closely 
with,  once  we  finish  this  downsizing  effort,  to  ensure  that  all  the 
programs  we  have  in  place  and  the  training  component  and  all  the 
other  things  we  already  have  in  place  would  ensure  that  they 
would  have  the  upward  mobility. 

Even  though  there  would  be  fewer  positions,  there  would  be 
greater  opportunities,  we  feel,  because  of  some  of  these  other  initia- 
tives. 

Ms.  Norton.  I  can  only  caution  you  to  insert  this  concern  explic- 
itly in  your  planning.  You  will  not  be  able  to  put  Humpty  Dumpty 
back  together  again.  There  are  already  complaints  the  government 
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is  trying  to  do  a  structural  downsizing  with  only  minorities  and 
women  getting  the  opportunities  to  qualify  for  these  positions. 

Many  of  the  positions  that,  of  course,  such  personnel  would  be 
interested  in  are  going  to  be  positions  in  management.  They  have 
been  journeymen  for  some  time.  They  look  forward,  as  others  be- 
fore them  have,  to  rising  in  the  bureaucracy. 

Now,  at  least  according  to  the  Nationzil  Performance  Review,  the 
major  purpose  here  was  to  cut  managers.  I  am  not  sure  I  heard  the 
word  manager  come  across  the  lips  of  any  of  those  of  you  who  testi- 
fied. What  was  to  be  an  attempt  to  get  rid  of  a  ratio  of  manager 
to  employee  in  the  government  sector,  that  is  twice  what  it  is  in 
the  private  sector,  has  now  come  down  to  252,000  employees  ge- 
nerically.  I  would  like  to  know  to  what  extent  does  the  reduction 
of  excess  managers  guide  what  you  are  proposing  today? 

Ms.  Green.  The  agencies  have  delayering  plans  they  are  imple- 
menting along  with  their 

Ms.  Norton.  Excuse  me,  what  plans? 

Ms.  Green.  Delayering  plans  they  are  implementing  along  with 
their  budget  reductions  and  along  with  this  incentive  program.  So 
it  is  really  a  complete  package  of  proposals  that  they  are  all  looking 
at  in  their  individual  agencies.  The  incentives  we  look  at  as  being 
more  attractive  to  managers. 

So  we  have  goals  of  reducing  the  number  of  managers  in  the  gov- 
ernment through  our  delayering  process  and  through  offering  these 
incentives  because  we  feel  the  incentives  would  probably  be  more 
attractive  to  the  managers.  They  have  the  most  service.  They  are 
eligible  to  retire.  And  once  they  accept  the  incentives  those  posi- 
tions can  then  be  vacated,  and,  in  some  instances,  abolished. 

Ms.  Norton.  We  have  heard  very  little  about  the  criteria  that 
would  be  used  to  review  an  agency's  request  for  voluntary  incentive 
authority  or  about  the  guidance  they  would  be  given.  If  we  start 
out  with  the  headline  saying,  the  government  has  too  many  man- 
agers, and  that  is  what  we  are  getting  after,  and  you  get  the  whole 
country  applauding  because  that  is  what  you  are  doing,  then  one 
would  expect  there  are  specific  guidance  to  agencies  with  respect 
to  that  policy  or  that  operational  concern,  that  that  is  one  area 
where  you  really  do  have  too  many  employees. 

Are  you  going  to  give  guidance  and,  if  so,  what  form  will  that 
guidance  take?  Can  au  agency  head  just  go  willy-nilly  around  the 
agency,  make  her  own  decisions?  Maybe  she  likes  it  that  she  has 
a  lot  of  managers.  A  lot  of  her  friends,  they  came  up  in  the  agency 
with  her.  She  doesn't  have  a  big  incentive.  I  am  not  calling  for  the 
reduction  of  managers.  You  have. 

You  have  not  indicated  that  the  agencies  understand  that  that 
has  any  priority.  What  priority  does  it  have?  Is  it  first  priority?  Are 
there  going  to  be  priorities  that  you  encourage  the  agencies  to  use 
or  how  will  the  agencies  know  or  what  is  the  best  way  to  go  about 
offering  this  buyout  authority? 

Ms.  Green.  As  far  as  this  buyout  authority,  we  have  not  given 
them  priorities.  Their  priorities  have  been  given  to  them  through 
other  means,  with  the  President  sending  memos  to  their  agency  di- 
rectors and  direction  they  have  been  getting  from  OMB.  The  type 
of  guidance  we  are  giving  them  on  this  is  to  make  sure  employees 
receive  fair  and  equitable  treatment. 
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As  far  as  the  guidance  the  President  has  given  them,  I  think  he 
has  been  very  clear  on  the  delayering  issues  and  the  management 
reductions  that  he  expects  to  see  in  their  budget  submissions.  So 
in  order  to  reach  those  goals  that  have  been  set  for  them,  they  can 
use  this  as  a  tool. 

And  I  think  that  is  how  they  will  be  judged  when  they  submit 
their  final  proposals  to  the  President  and  to  0MB — how  well  they 
utilized  these  incentives.  So  we  have  not  given  them  specific  cri- 
teria on  the  type  of  positions. 

Ms.  Norton.  Boy,  Ms.  Green,  that  is  very  scary. 

Mr.  McCloskey. 

Mr.  McCloskey.  I  want  to  commend  the  Chair  for  raising  this 
issue.  I  have  been  discussing  it  with  staif,  but  I  do  think,  in  all 
candor,  and  not  focused  at  you,  Ms.  Green,  that  the  Chair's  con- 
cern, I  think,  really  goes  to  the  general  lack,  at  this  point  anyway, 
of  a  clear  definition  as  to  these  standards  and  priorities.  And  I 
would  think  there  would  be  a  problem  or  a  void  if  OPM  does  not 
state  very  definite  priorities  and  procedures  to  address  the  man- 
agement, general  workforce  imbalance  which  has  been,  as  the 
Chair  says,  very  much  trumpeted  by  the  administration. 

So  I  would  hope  you  would  not  forego  the  opportunity  to  achieve 
these  administration  goals  as  part  of  this  process. 

Ms.  Green.  No,  and  I  don't  think  we  have.  What  we  can  look  at 
is  what  we  have  given  the  agencies  as  guidelines  and  see  what  we 
can  do  to  be  consistent  with  what  the  President  and  0MB  have 
stated,  and  I  don't  mind  restating  something,  but  we  did  not  in- 
clude any  prioritization  of  incentives  to  be  offered  in  this  program. 

Mr.  McCloskey.  In  keeping  with  the  concern  I  just  raised,  and 
it  goes  back  to  what  I  asked  in  my  informal  statements  in  the 
opening,  I  do  think  it  is  intriguing,  given  the  fact  there  is  250,000 
employees  involved,  we  have  no  statement  from  OPM  as  to  man- 
agement, general  workforce  ratios  or  levels,  or,  indeed,  what  agen- 
cies or  areas  are  going  to  be  going  through  this  attrition. 

I  would  just  think,  not  as  a  trained  administrator  in  this  area 
but  overall,  you  would  have  some  idea  of  how  much  was  coming  out 
of  DOD,  how  much  out  of  agriculture  and  various  of  these  details. 
So  I  guess,  I  think  with  the  Chair,  I  will  be  looking  for  some,  I 
think,  tightening  up  on  definition  priority  goals  and  structure  here. 
I  don't  think  it  can  go  on  like  I  heard  the  Library  of  Congress  has 
done,  which  is  one  extreme. 

Thank  you.  Madam  Chair. 

Ms.  Norton.  Thank  you,  Mr.  Chairman. 

Mrs.  Morella. 

Mrs.  Morella.  I  just  want  to  get  a  clarification  of  the  question 
I  asked  before  with  regard  to  the  window  of  opportunity.  The  ques- 
tion is,  must  the  employees  be  eligible  to  sign  up  for  early  retire- 
ment in  order  to  take  advantage  of  the  deadline  of  the  end  of  Sep- 
tember of  the  fiscal  year?  Must  they  be  eligible  during  that  90-day 
period? 

Ms.  Green.  Whatever  the  90-day  period  offered  in  their  agency. 
The  answer  is,  yes. 

Mrs.  Morella.  That  would  exclude  some  others,  then,  who 
would  be  eligible  after  the  90-day  period  before  the  expiration, 
right?  It  would  exclude  them? 
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Ms.  Green.  Yes,  it  would.  But,  as  Len  Klein  stated,  there  would 
be  a  staggered  90-day  period. 

Mrs.  MORELLA.  But  it  has  to  be  within  the  90-day  period.  You 
may  want  to  reconsider  that  in  terms  of  some  of  the  agencies  where 
it  might  be  of  some  assistance. 

Mr.  Klein.  As  I  mentioned  earlier,  if  they  identify  an  occupation 
they  can  spread  it  over  that  two-year  period  if  it  is  critical. 

Mrs.  MORELLA.  But  if  they  are  eligible  the  day  after 

Mr.  Ki-EIN.  Even  if  they  were  not  eligible  at  that  time,  they 
could,  if  they  become  eligible  during  that  two-year  period,  they 
could  retire. 

Mrs.  MoRELLA.  Oh,  I  see. 

Mr.  Klein.  If  they  are  in  the  occupation  that  for  mission  pur- 
poses they  would  have  to  delay  because  of  the  critical  nature  of  it, 
for  example,  collect  taxes  or  process  retirement  claims. 

Mrs.  MORELLA.  Well,  that  does  provide  an  opportunity. 

Finally,  I  know  you  had  a  lot  of  testimony  on  the  National  Per- 
formance Review,  and  I  have  always  been  interested  in  having  an 
opportunity  at  some  point  to  look  at  it.  You  do  have  documents  you 
will  be  putting  into  the  archives  about  who  testified,  who  gave 
written  testimony,  how  some  of  these  conclusions  were  arrived  at? 
Is  there  a  body  of  documentation  that  will  be  available  that  will  be 
permanent? 

Ms.  Green.  Yes,  on  the  National  Performance  Review,  on  our 
input  into  that?  Yes. 

Mrs.  Morella.  And  the  input  of  other  agencies  and  those  people 
who  looked  into  it,  who  commented  on  its  pluses  and  minuses? 

Ms.  Green.  Yes. 

Mrs.  Morella.  That  would  be  preserved,  and  you  know  where  it 
is  and  how  we  can  get  access  to  it? 

Ms.  Green.  I  will  make  sure  I  do,  yes. 

Mrs.  Morella.  Good.  Thank  you. 

Thank  you,  Madam  Chair. 

Ms.  Norton.  Mr.  McCloskey  had  another  question. 

Mr.  McCloskey.  May  be  stating  the  obvious,  but  as  to  the  con- 
cerns raised  as  to  the  18-month  level  and  health-care  coverage  and 
also  some  stronger  interagency  preference  for  Federal  employees,  it 
is  obvious  we  are  in  a  time-is-of-the-essence  concern  with  a  markup 
being  scheduled  for  next  week,  and  I  am  sure  Ms.  Norton  has  simi- 
lar concerns  as  to  numerous  things  raised.  So  I  know  it  is  real  tight 
now,  but  we  would  sure  appreciate  as  many  definite  decisions  as 
you  could  advise  on  in  the  interim. 

So  I  thank  the  Chair  for  allowing  me  to  raise  that. 

Ms.  Norton.  Thank  you,  Ms.  McCloskey. 

Ms.  Byrne,  any  further  questions? 

Ms.  Byrne.  Just  one  comment. 

We  started  this  session  out  on  talking  about  plan  and  structure 
and  administration,  and  we  ended  up  talking  about  managing  to 
budget  and  agencies  setting  their  own  criteria.  It  seems  that  we 
are  not  quite  there  yet  in  terms  of  explaining  to  us  plan,  structure 
and  administration,  because,  in  effect,  we  are  saying  to  the  agen- 
cies within  a  very  huge  general  umbrella  to  do  whatever  you  are 
going  to  do.  That  really  bothers  me,  given  my  experience  over  the 
last  few  months  with  particularly  NASA,  Madam  Chair,  and  I  can 
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tell  you  why  some  of  those  things  are  in  there,  if  you  care  to  know 
sometime. 

But  the  fact  is  that  the  agencies  are  calling  their  own  tunes.  I 
personally  feel  that  this  committee  should  look  in — if  0PM  is  not 
willing  to — look  into  the  more  specific  bill  language  itself 

Thank  you,  Madam  Chair. 

Ms.  Norton.  Well,  I  share  your  concern,  Ms.  Byrne.  Ms.  Green 
is  right,  I  think,  that  it  is  reasonable  to  adopt  a  hypothesis,  for  ex- 
ample, that  high-level  people  are  older  and,  therefore,  at  retire- 
ment age  or  near  matured,  and  I  understand  that,  but  we  are  going 
to  hold  you  to  the  National  Performance  Review. 

The  National  Performance  Review  essentially  says  that,  if  you  do 
what  we  recommend,  you  will  need  252,000  less  employees,  but  it 
does  not  say  the  number.  That  is  the  inference,  okay? 

So  these  reductions  are  not  tied  to  costs,  they  are  tied  to  effi- 
ciency. They  say  that  in  the  government  we  only  need  this  many 
people  to  do  the  same  amount  of  work  that  was  done  by  12  percent 
more  than  we  have  now.  That  is  what  you  all  said.  That  is  what 
we  are  going  to  hold  you  to. 

If  that  is  true,  then  I  don't  see  how  you  can  possibly  say  to  agen- 
cy heads,  go  around  and  find  us  some  folks  based  on  whatever  cri- 
teria happens  to  strike  you.  I  mean,  it  would  have  helped  to  have 
heard  at  least  that,  for  example,  we  would  want  to  give  guidance 
to  the  agencies  that  those  who  earn  the  most  money  might  be  the 
ones  you  would  look  at,  since  they  have  the  higher  positions. 

Even  before  I  got  to  that,  I  think  I  would  want  to  say  that  we 
have  an  inexorable  ratio  of  managers  to  employees,  so  you  should 
start  there,  because  you  only  have  so  much  money,  and  you  have 
to  target  that  money. 

I  think,  as  Chairman  McCloskey  has  said,  we  are  into  the  fastest 
track  we  could  get  on  to  accommodate  you,  and  yet  we  do  not  know 
how  these  agencies  will  make  these  decisions  or  even  whether  you 
will  give  them  guidance  of  the  loosest  kind  about  how  they  might 
establish  priorities. 

You  say,  for  example,  that  they  have  to  be  fair.  Well,  by  fair,  you 
mean  no  coercion.  I  am  sure  that,  for  the  most  part,  that  will  hap- 
pen, but  that  does  not  assure  the  committee  that  we  could  not  end 
up  with  a  bunch  of  people,  in  far  greater  number  perhaps,  enticed 
by  the  incentive  money,  with  ratios  of  managers  to  employees  left 
virtually  as  we  found  them.  And  then  what  would  we  say  about  the 
efficiency  goal  of  this  report? 

So  far,  your  testimony  has  not  been  about  efficiency.  It  has  been 
about  reducing  the  number  of  bodies,  period.  You  have  discussed 
this  as  if  it  was  an  old-fashioned  "we  got  to  get  rid  of  some  people 
and  we  need  buyouts"  notion.  It  has  not  been  related  to  the  effi- 
ciency goal  of  the  NPR  report.  Or  if  there  is  something  we  have 
missed,  we  would  like  to  give  you  an  opportunity  to  explain  the  re- 
lationship between  the  goals  proposed  in  the  bill  and  greater  effi- 
ciency in  the  government  to  do  the  same  amount  of  work  with 
fewer  people. 

Ms.  Green.  And  I  think  the  answer  to  that  is  that  this  particular 
bill  was  not  intended  to  be  the — it  was  only  intended  to  be  the  tool 
by  which  the  agencies  could  have  the  flexibility  to  adhere  to  the 
NPR  and  that  their  direction  had  come  from  the  President,  had 
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come  from  OMB.  OPM  was  intending,  in  our  new  role  with  the 
NPR,  to  give  the  agencies  a  great  amount  of  flexibility,  stajdng 
within  the  personnel  statutes. 

Ms.  Norton.  So  you  are  saying  that  OPM  is  not  going  to — given 
the  nature  of  this  report,  OPM  is  not  going  to  set  the  guidance.  It 
is  going  to  come  from  some  other  agency.  The  President — I  will 
have  to  put  that  off  the  screen  and  assume  that  you  mean  some 
agent  of  the  President.  All  that  is  left,  then,  if  you  are  not  doing 
it,  is  OMB. 

What  I  want  to  know  is  what  is  the  understanding  between  you 
and  OMB  as  to  what  the  guidance  will  be  or  will  you  have  any 
input  into  that?  Is  OMB  doing  it  now? 

Ms.  Green.  Once  the  agencies  put  together  their  plans,  their 
downsizing  plans,  their  separation  incentives  plans,  their  budget 
plans,  all  of  that  is  submitted  to  OMB. 

Ms.  Norton.  But  while  the  members  of  the  committee  are  here, 
right  now,  I  just  want  to  state  this  right  now.  That  is  an  after-the- 
fact  approach,  a  non-NPR  approach,  to  reform.  It  proceeds  without 
guidance.  It  then  either  is  going  to  incur  more  time  and  bureauc- 
racy, because  if  OMB  gets  it,  and  it  does  not  like  it,  it  will  send 
it  back  down  with  why  did  you  do  this.  It  is  just  what  we  are  not 
looking  for  and  what  we  were  led  to  believe  the  NPR  was  not 
about. 

Look,  I  go  back  to  the  questions  that  have,  in  one  way  or  an- 
other, been  raised  by  every  member  of  this  committee,  and  that  is 
that  NPR  has  the  goal  to  bring  greater  efficiency.  Each  individual 
agency,  even  given  the  flexibility  that  I  compliment  you  for,  needs 
some  understanding  of  how  it  reaches  the  goal  of  greater  efficiency, 
since  the  agencies  have  absolutely  no  experience,  no  experience,  of 
becoming  more  efficient  with  less  people. 

They  know  how  to  do  freezes.  They  have  no  experience  that  tells 
them  that  with  12  percent  fewer  people  you  will  be  a  more  efficient 
agency,  and  you  wUl  be  able  to  do  the  same  amount  of  work  with- 
out, I  suppose,  completely  overworking  the  people  that  are  left 
there,  as  freezes  often  leave  them  to  do. 

I  am  focusing  on  what  are  you  going  to  do,  given  the  laudable 
goal  of  flexibility — ^we  all  applaud  that — what  will  you  do  to  make 
sure  when  these  people  come  forward,  these  managers  come  for- 
ward to  you  with  their  own  ideas  that  are  coherent  and  that  meet 
the  NPR  overall  framework  of  goals? 

Ms.  Green.  The  agencies  have  their  NPR  guidance.  They  have 
the  guidance.  The  guidance  is  not  in  this  bill,  but  I  want  to  assure 
you  that  they  already  have  NPR  initiatives  they  have  to  adhere  to 
and  report  on. 

This  particular  bill,  though,  did  not  include  that.  This  is  more  of 
a  mechanism  for  them  to  reach — ^to  assist  them  to  reach  those 
goals,  but  they  have  the  guidance. 

Ms.  Norton.  We  didn't  expect  it  to  be  in  the  bill.  We  wanted  to 
know  what  lay  beneath  the  bill.  And  do  I  understand  your  testi- 
mony to  be  that  the  kind  of  guidance  that  we  have  spoken  to,  for 
example,  on  targeting,  the  guidance  on  helping  people  to  target 
where  the  greatest  efficiencies  are  to  be  found,  such  as  reducing 
the  number  of  managers,  that  that  is  already  in  the  hands  of  agen- 
cies through  some  document? 
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Ms.  Green.  That  is  correct,  and  I  will  use  my  own  agency  as  an 
example.  We  have  been  for  months  now  working  on  our  delayering 
plan  with  the  0MB  staff,  and  this  bill  will  help  us  achieve  some 
of  those  goals  that  we  have  set  for  ourselves  to  reduce  our  manage- 
ment ranks,  for  one  example. 

So  the  other  agencies  are  also  working  along  with  the  0MB  staff 
and  using  us  as  a  resource  to  give  them  the  type  of  tools  that  they 
need  to  accomplish  that. 

Ms.  Norton.  Well,  perhaps  I  understand  now.  You  have  spoken 
of  delayering  plans  and  so  forth.  It  would  be  useful,  it  would  be 
helpful,  it  would  allay  the  anxiety  of  this  committee  if  you  would 
give  us  an  example  of  what  has  gone  to  the  agencies  in  the  form 
of  guidance,  and  we  would  like  that  for  our  record  before  markup. 

Ms.  Green.  Certainly.  Certainly. 

Ms.  Norton.  Thank  you. 

[The  information  referred  to  follows:] 

The  following  are  two  examples  of  guidance  OPM  has  received  from  OMB. 

As  you  know,  the  recommendations  of  the  National  Performance  Review  (NPR) 
and  the  President's  September  11th  memorandum  call  on  agencies  to  streamline 
their  organizations  and  operations.  Through  these  actions,  the  goal  is  to  reduce  the 
Executive  Branch  civiHan  work  force  by  252,000,  or  not  less  than  12  percent,  by  the 
end  of  FY  1999.  This  goal  includes  the  already  planned  reduction  of  100,000  by  FY 
1995  as  called  for  in  Executive  Order  12839  of  February  10,  1993,  which  remains 
in  effect. 

Clearly,  this  can  only  be  achieved  if  it  is  related  to  the  budget  priorities  contained 
in  your  1995  budget  submissions.  OMB  will  make  every  effort  to  work  with  you  in 
developing  a  coordinated  approach  to  meeting  both  the  difficult  spending  caps  con- 
tained in  the  Omnibus  Budget  Reconciliation  Act  of  1993  and  the  personnel  stream- 
lining initiative  in  the  President's  orders  and  directives. 

The  President's  September  11th  memorandum  asks  you  to  prepare  a  streamlining 
plan  not  later  than  December  1st.  However,  to  ensure  that  our  FTE  decisions  are 
consistent  and  integrated  with  the  President's  FY  1995  Budget,  it  would  be  helpful 
to  have  a  preliminary  FTE  plan  not  later  than  November  1st.  This  plan  should 
show,  by  year  and  major  program,  how  you  would  allocate  FTEs.  The  plan  should 
indicate  your  approach  to  areas  of  special  concern,  particularly  those  involving  Pres- 
idential initiatives,  as  well  as  areas  in  which  you  might  be  able  to  accomplish  reduc- 
tions of  more  than  12%.  I  have  asked  my  Eteputies  and  senior  staff  to  work  with 
you  in  developing  the  plan. 

In  preparing  your  plan,  you  should  refer  to  the  September  11th  Presidential 
Memorandum  and  to  the  recommendations  of  the  National  Performance  Review  for 
guidance  on  opportunities  for  streamlining.  These  include:  closing  or  consolidating 
field  offices;  reducing  management  layering;  fuller  use  of  new  technology;  reductions 
in  regulation  and  red  tape  in  such  areas  as  personnel,  procurement,  budgeting,  and 
internal  management;  and  enhanced  employee  training  and  cross-training. 

Although  the  categories  of  positions  and  unnecessary  layers  of  middle  manage- 
ment targeted  by  NPR  should  be  the  principal  focus  of  your  downsizing  efforts, 
every  opportunity  for  streamlining  should  be  considered,  including  simplification  of 
administrative  processes,  and  elimination  of  certain  programs.  These  plans  should 
be  implemented  through  attrition,  proposed  buy-outs,  and  other  means  that  you  de- 
termine necessary. 

Enclosed  is  a  table  that  shows  your  agency's  FY  1993  FTE  base,  the  level  of  FTE 
contained  in  the  President's  FY  1994  Budget,  and  a  level  derived  after  an  illus- 
trative reduction  necessary  to  implement  the  objectives  of  the  President's  September 
11th  memorandum.  The  latter  is  provided  only  to  indicate  the  magnitude  of  the  re- 
ductions that  will  need  to  be  taken  government-wide.  Depending  on  the  President's 
policies  in  the  FY  1995  Budget,  some  agencies  may  have  to  make  larger  cuts  while 
others  may  receive  FTE  increases  for  specific  programs. 

Let  me  emphasize  that  there  is  no  intention,  at  this  point,  of  applying  an  across- 
the-board  cut  to  reach  the  12%  overall  goal.  OMB,  with  NPR's  assistance,  will  work 
with  your  staff*  in  the  next  few  weeks  to  develop  a  specific  reduction  allocation  for 
your  agency  based  on  the  planning  guidance  provided  to  agencies  at  the  beginning 
of  September,  the  areas  suggested  for  streamlining  in  the  NPR  report,  and  your 
agency-specific  streamlining  ideas. 
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Yoxir  November  1st  plan  will  be  taken  into  consideration  during  an  overall  review 
of  the  budget  in  November.  You  will  then  have  the  results  of  that  review  to  use  in 
developing  the  final  streamlining  plan  due  on  December  1st. 

Reducing  the  size  of  the  workforce,  while  maintaining  and  improving  levels  of 
service  to  customers,  will  be  a  difficult  challenge  that  requires  oiu-  creativity  and 
perseverance.  Alice,  Phil,  and  I  are  looking  forward  to  working  with  you  to  meet 
the  President's  challenge. 

Identical  Letters  Sent  To: 

Hon.  Mike  Espy,  Hon.  Ronald  H.  Brown,  Hon.  Les  Aspin,  Hon.  Richard  W.  Riley, 
Hon.  Hanal  R.  OTisary,  Hon.  Donna  E.  Shalala,  Hon.  Henry  G.  Cisnaros,  Hon. 
Bruce  Babbitt,  Hon.  Janet  Reno,  Hon.  Robert  B.  Raich,  Hon.  Warren  M.  Chris- 
topher, Hon.  Federico  F.  Peria,  Hon.  Lloyd  Bentsen,  Hon.  Jesse  Brown,  Hon.  G.  Ed- 
ward Dickey,  Hon.  Carol  M.  Browner,  Hon.  Roger  W.  Johnson,  Hon.  Daniel  S. 
Goldin,  Hon.  Frederick  M.  Bamthal,  Hon.  James  B.  King,  and  Hon.  Erakine  B. 
Bowles. 
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Consistent  with  the  National  Performance  Review's  recommendation 
to  reduce  the  executive  branch  civilian  work  force  by  252,000, 
or  not  less  than  12  percent,  by  the  close  of  fiscal  year  1999,  I 
hereby  direct  each  head  of  an  executive  department  or  agency  to 
prepare,  as  a  first  step,  a  streamlining  plan  to  be  submitted  to 
the  Director  of  the  Office  of  Management  and  Budget  not  later 
than  December  1,  1993. 

The  streamlining  plans  shall  be  prepared  in  accordance  with  the 
following: 

1.  Each  executive  department's  and  agency's  plans  should 
address,  among  other  things,  the  means  by  which  it  will 
reduce  the  ratio  of  managers  and  supervisors  to  other 
personnel,  with  a  goal  of  reducing  the  percentage  who  are 
supervisors  or  msmagers  in  halving  the  current  ratio  within 
5  years. 

2.  The  streeimlining  plans  should  be  characterized  by 
(a)  delegation  of  authority,  (b)  decentralization, 

(c)  empowerment  of  employees  to  make  decisions,  and 

(d)  mechanisms  to  hold  managers  and  employees  accountable 
for  their  performance. 

3.  Each  plan  shall  address  ways  to  reduce  overcontrol  and 
micromanagement  that  now  generate  "red  tape"  and  heunper 
efficiency  in  the  Federal  Government.   Each  streamlining 
plan  should  also  propose  specific  measxires  to  simplify  the 
internal  organization  and  administrative  processes  of  the 
department  or  agency. 

4.  The  streamlining  plans  should  further  seek  to  realize  cost 
savings,  improve  the  quality  of  Government  services,  and 
raise  the  morale  and  productivity  of  the  department  or 
agency . 

5.  All  independent  regulatory  commissions  and  agencies  are 
requested  to  comply  with  the  provisions  of  this  memorandum. 

The  Director  of  the  Office  of  Management  and  Budget  is 
authorized  and  directed  to  publish  this  memorandum  in  the 
Federal  Register. 
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The  attached  package  contains  information  which  may  be  of 
assistance  in  formulating  the  agency  streamline  plans  required  by 
the  Presidential  Memorandum  of  September  11,  1993,  -Streamlining 
the  Bureaucracy."   Preliminary  plana  are  due  to  the  Office  of 
Management  and  Budget  by  November  1,  and  final  plans  are  due  by 
December  1,  1993. 

This  package  conrainn  the  following: 

•  Table  Format.   This  is  the  format  for  submission  of 
summary  FTE  numbers --by  agency  component  by  year. 

•  National  PerfonnancP  Pavipw  Chart.   This  chart  contains 
a  summary  by  major  agency  of  the  categories  of 
personnel  that  the  NPR  identified  as  offering 
particular  opportunities  for  streamlining.   This 
information  is  provided  to  assist  in  the  formulation  of 
a  plan  for  reduction. 

•"  Downsizing  Criteria.  This  is  a  listing  of  suggested 
criteria  to  be  used  in  evaluating  staffing  levels  in 
the  context  of  preparing  a  downsizing  plan  that  fits 
the  agency's  programs  and  mission. 

Agencies  should  insure  that  their  plans  are  consistent  with 
their  FY  1995  budget  submissions  anrf  the  recommendations  of  the 
National  Performance  Review. 
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STREAMUNING  THE  BUREAUCRACY 
NPR  EstinjBt*  of  Central  Control  "FTE" 


Supwvtson,  Manager!  and  SES 

These  figures  were  taken  from  Office  of  Personnel  Management  reports.  They  are  the  turn 
of  supervisors  and  managers  as  of  March  1993  and  SES  allocations  as  of  September  1990. 

Personnelista 

The  number  of  personnel  by  agency  in  the  200  senes  less  military  personnel  specialists 
(series  204  and  205).   The  data  were  published  in  0PM  publication  MW-56-22  dated  September 
30,  1991.  The  numbers  were  adjusted  to  exclude  supenrisors  based  on  each  agency's  supervisor 
to  nonsupervisor  ratio  (derived  from  0PM  reports). 

Budgeteers 

The  number  of  personnel  by  agency  in  the  560  and  561  series  published  in  0PM  publication 
MW-56-22  dated  September  30,  1991.  The  numbers  were  adjusted  to  exclude  supervisors  based 
on  each  agency's  supervisor  to  nonsupen/isor  ratio. 

Accountants  and  Auditors 

The  number  of  personnel  by  agency  in  the  500  senes  less  budgeteers  (560s  and  561s)  and 
tax  personnel  (512s,  526s.  545s.  570s,  592s.  and  593s)  published  in  0PM  publication  MW-56-22 
dated  September  30,  1991.  The  numbers  were  adjusted  to  exclude  supervisors  based  on  each 
agency's  supervisor  to  nonsupervisor  ratio. 

Acquisition  Spaciaiists 

The  number  of  personnel  by  agency  in  the  1101,  1 1 02.  11 03,  1 1 05.  1 1 06,  11 50,  and 
1910  series  from  0PM  publication  MW-56-22  dated  September  30,  1991.  The  numbers  were 
adjusted  to  exclude  supervisors  based  on  each  agency's  supervisor  to  nonsupervisor  ratio. 

Heedquarters  Personnel 

HeadQuaners  personnel  are  the  personnel  composing  headquarters  staff  as  reported  to  the 
NPR  by  the  agencies:  a  proxy  was  used  for  Treasury  (which  did  not  respond  to  requests  for 
information)  and  'Other".  The  proxy  (for  Treasury  and  other  agencies)  is  the  number  of  personnel 
by  agency  in  the  Washington,  D.C.  area.  The  numbers  were  reduced  by  28.5  percent  to  account 
for  duplication  of  headquarters  personnel  who  might  also  be  supervisors  or  specialists.  The  28.5 
percent  factor  is  the  ratio  of  supervisors  and  specialists  to  total  civilians  in  Washington,  D.C. 

Total  Central  Control  "FTE" 

The  number  of  central  control  personnel  by  agency.   It  is  the  sum  of  all  previous  columns, 
and  should  be  the  primary  target  for  sueamlining  reductions. 
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FEDERAL  AGENCY  DOWNSIZING 

The  recommeadations  of  the  National  Perfonnance  Review  (NPR)  and  the  President's 
September  lltb  memorandum  rai|  on  agencies  to  streamline  their  organizations  and 
operabons.   Through  these  actions,  the  goal  is  to  reduce  the  Executive  Branch  civilian  work 
force  by  252,000,  or  not  less  than  12  percent,  by  the  end  of  FY  1999.  This  goal  includes 
the  already  planned  reduction  of  100,000  by  FY  1995  as  called  for  in  Executive  Order  12839 
of  Fd)ruary  10,  1993. 

The  President's  September  1 1th  memorandum  asks  agencies  to  prq>are  a  streamlining 
plan  not  later  than  December  IsL  To  ensure  that  FTE  decisions  are  consistent  and  integrated 
with  the  President's  FY  1995  budget,  OMB  Bulletin  94-1  requested  a  preliminary  FTE  plan 
not  later  than  November  IsL 

To  achieve  these  goals  and  explore  every  opportunity  for  streamlining,  agencies 
should  think  about  downsizing  in  the  broadest  terms  —  going  beyond  the  "boxology"  typically 
assoriatrd  with  reorganizations  or  "one-size-fits-ali"  approaches  common  to  previous  cutback 
exercises.    Further,  because  each  agency  is  unique:  there  is  no  set  of  'right'  answers. 
There  are  no  'conect'  ratios  of  line  to  staff  employees,  number  of  field  ofSces,  etc 

The  following  quesdons  suggest  tools  and  opportunities  which  may  be  usefiiL  Many 
lend  themselves  to  combinadons  with  each  other;  others  can  be  applied  independendy. 

Content  of  the  plan  — 

1.         Character  of  the  plan.   Is  the  streamlining  plan  characterized  by: 

(a)  Delegation  of  authority? 

(b)  Decentralization? 

(c)  Empowerment  of  employees  to  make  decisions? 

(d)  Mechanisms  to  hold  managers  and  employees  responsible  for  results  and 
accountable  for  their  perfofrmance? 
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Mission  aod  functions  — 


2.  Federal  role.   Does  the  plan  address  the  roles  of  Fedoal,  State  and  local  government? 
Has  the  agency  attempted  to  re-define  which  level  of  government  should  have 
responsibility  for  service  delivery?    The  appropriate  roles  of  the  Federal-  government 
is  a  first-order  issue.   While  sorting-out  Federal  roles  is  a  protracted  process  and 
could  delay  indefinitely  most  downsizing  initiatives,  we  should  nevertheless  look  for 
opportunities  to  reassess  Federal  roles. 

3.  Mission  redefinition.   Can  savings  be  made  through  redefinition  of  the  mission  of  the 
organization  and  restructuring  of  the  program?    An  example  of  restructuring  could 
involve  public  works  by  modifying  the  missions  of  the  Bureau  of  Reclamation,  Corps 
of  Engineers,  Bureau  of  Indian  Affeirs,  Tennessee  Valley  Authority  and  Fish  and 
Wildlife  Service  to  reduce  duplicative  capacity. 

4.  Low-prioritv  functions.   Does  the  plan  consider  eliminating  operations  which  cannot 
be  readily  tied  to  agency  mission  or  service  delivery? 

Staffing  levels  — 

5.  E.Q.  12839.     Does  the  plan  suppon  or  contradia  the  agency's  share  of  the  reduction 
of  100,000  positions  by  the  end  of  FY  1995? 

6.  Managers  and  sirpervisorT.     Docs  at  least  10  percent  of  the  reduction  come  from  the 
SES,  GS-15  and  GS-14  levels  or  equivalent?  Will,  as  the  NPR  report  assumes, 
administrative  and  central  control  staffs  and  supervisors  be  the  primary  focus  for 
downsizing?  Does  the  plan,  as  recommended  by  the  NPR  repon,  reduce  headquarten 
staff,  supervison,  auditors,  and  personnel,  budget,  procurement  and  finance 
specialists? 

7.  Span  of  control.    Does  the  plan  halve  the  current  ratio  of  supervisors  and  managers  to 
other  personnel? 

8.  Attrition  rates.     Given  historic  attrition  rates  for  the  agency,  are  the  assumptions  in 
the  plan  reasonable? 

9.  Hiring  Freeze.    Does  the  plan  restria  agencies  to  hiring  one  person  for  every  three, 
four,  etc.  which  leave  the  agency? 
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Organizational  restructuring  — 

10.  Field  structure.  Can  the  field  structure  be  redesigned  by  eliminating  layers  or 
consoiidanng  locations?  The  restructuring  of  USDA  to  create  a  Farm  Service 
Agency  and  consolidate  field  offices  is  the  best  current  example.  ' 

11.  Regional,  area  and  district  offices.   Can  regional,  area,  or  distria  offices  be 
eliminated?  Do  these  offices  faHjjtatf  quality  service  delivery  or  pose  a  bottleneck? 

12.  Vertical  layering.   Can  layen  of  oversight  be  reduced,  using  significantly  fewer 
people  and  noticeably  fewer  organizational  layers?  Are  there  situations  where  there 
are  two  (or  more)  political  appointees  stacked  within  a  hierarchy?  Delayering  might 
include  systematically  removing  redundant  layers,  excessive  controls  and  bottlenecks 
in  both  headquarters  and  field  organizatioiu.  An  example  would  be  to  eliminate 
program  assistant  secretary  positions  that  layer  bureau  chiefs. 

13.  Consolidation.   Are  there  opportunities  for  organizational  consolidation  of  like  or 
similar  functions?  Consolidation  should  be  considered  where  headquarters,  regional 
and  district  offices  perform  the  same  functions. 

Management  improveinents  — 

14.  Micro-management.  Does  the  plan  address  ways  to  reduce  unnecessary  controls  and 
micro-management  which  now  generate  'red  tape"  and  hamper  efficiency  in  the 
Federal  Goverament? 

15.  Delegation  and  decentralization.   Can  central  management  operations  be  delegated  to 
subordinate  agencies/offices? 

16.  Unnecessary  dtrplicatinn-     How  has  the  agency  scrubbed  its  fiinctions  and  activities  to 
eliminate  unnecessary  duplication? 

Re-cngineeriiig  — 

17.  Change  current  operations.   Can  the  agency  completely  redesign  work  processes  to 
simplify  methods  used  to  deliver  quality  customer  services?  Possibilities  here  include 
situations  where  levels  of  management  (or  process  steps)  pose  significant  bottlenecks 
in  delivering  service  to  customers. 


The  six  federal  agencies  with  the  largest  total  number  of  field  offices  or 
installations  are:   USDA  -  16,982;  HHS  -  5,0(X);  Justice  -  2,342;  Treasury  - 
2.250;  Interior  -  1.700;  and  DOT  -  1.800. 


41 


18.  Increased  flexibility.    Can  staff  be  reduced  by  providing  subordinate  managers  with 
the  flexibility  lo  develop  alternative  approaches  to  performing  their  missions? 

19.  Internal  simplification.   Does  the  plan  propose  specific  measures  to  eliminate  or 
simplify  the  internal  administrative  processes? 

20.  Internal  regulations.   Does  the  plan  take  into  account  the  elimination  of  not  less  than 
50  percent  of  the  agency's  internal  management  regulations  that  penam  to  its 
organization,  management  or  personnel  maners. 

21.  Senior-level  t>o5itions.   Docs  the  plan  contemplate  senior-level  job  restructurings  as 
current  incumbents  retire?     An  opportunity  may  be  coming  during  the  exodus  of 
senior  SES  staff  that  is  expected  to  start  in  1994. 

Technology  — 

22.  Information  technology.   Does  the  plan  capitalize  on  information  technology? 
Changes  in  technology  historically  drive  shifts  in  structure  and  power,  and  the 
information  revolution  is  no  different. 

Benefits  - 

23.  Benefits.   Does  the  plan  seek  to  realize  cost  savings,  improve  the  quality  of 
Government  services,  and  raise  the  morale  and  prtxiuctivity  of  the  department  or 
agency? 

24.  Remaining  employees.   How  does  the  plan  deal  with  the  employees  who  will  be  left? 
Does  the  plan  provide  for  a  means  to  ease  transition  for  woites,  whether  they  choose 
to  stay  with  the  government,  retire,  or  move  to  the  private  sector?  How  does  it 
address  their  morale?  How  does  it  deal  with  possible  increased  workloads? 
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Ms.  Norton.  Finally,  could  I  focus  on  this  252,000  number  to  try 
to  get  it  clarified  more?  Is  this  number  a  net  figure  representing 
the  workforce  after  agencies  have  been  permitted  to  fill  one  of 
every  two  vacancies  created  by  the  VSIP? 

I  understand  your  testimony  that  people  may  not  use  it,  but  I 
want  to  know  where  the  252,000  number  comes  from.  Is  it  a  net 
figure? 

Ms.  Green.  No,  it  is  not  a  net  figure  of  anything  that  happens 
after  these  incentives  are  offered. 

Ms.  Norton.  I  was  not  talking  about  incentives.  You  were  talk- 
ing about  the  two-for-one  replacement,  the  backfill. 

Ms.  Green.  Yes.  No,  that  has  nothing  to  do  with  the  252.  I  would 
have  to  tell  you  that  I  do  not  know  the  origin  of  the  252,000. 

Ms.  Norton.  I  appreciate  the  frankness  of  that  answer.  I  don't 
think  anybody  does.  And  I  have  to  tell  you  we  don't  take  the 
252,000  number  seriously.  We  will  not  go  by  it,  be  guided  by  it,  and 
simply  not  allow  a  target  pulled  out  of  the  air  to  be  used  to  take 
people's  jobs  away  at  a  time  when  there  are  no  jobs  for  them  to 
go  get. 

This  country  has  traditionally  operated  in  a  growing  economy 
and  wiped  out  jobs  all  the  time,  and  it  has  worked.  It  has  worked 
because,  if  your  job  gets  wiped  out,  a  corollary  job  at  a  similar  rate 
of  pay  arises  somewhere  else.  It  has  been  a  wonderful  history  of 
a  growing  economy.  Around  20  years  ago,  that  began  to  happen 
less  and  less  and  almost  is  not  happening  at  all  now.  We  are  pro- 
ducing temporary  jobs.  We  are  losing  jobs  that  have  benefits,  jobs 
that  have  insurance,  health  insurance. 

It  is  very  hard  for  us  to  sit  here  and,  therefore,  embrace  a  figure 
that  is,  for  all  we  can  find — this  does  not  fall  at  the  feet  of  OPM — 
but  for  all  we  can  find  has  been  pulled  out  of  the  air  as  a  wish  fig- 
ure. We  will  operate  on  the  basis  of  what  is  realistic. 

Ms.  Green.  And,  Madam  Chair,  we  feel  the  figures  we  have  of- 
fered here,  given  the  number  of  eligibles  we  have  in  the  workforce 
and  the  percentages  of  people  we  anticipate  will  take  these  incen- 
tives, will  lead  us  to  whatever  figure.  It  will  help  us  on  the  vol- 
untary nature  of  people  leaving  the  government  so  that  we  can 
have  an  opportunity  to  reorganize. 

Ms.  Norton.  We  anticipate  that  people  will  only  leave  the  gov- 
ernment voluntarily.  Again,  this  committee  can  embrace  people 
leaving  the  government,  and  we  did.  We  bit  the  bullet.  We  bit  the 
bullet  absolutely  when  the  President  came  to  us  and  said,  we  need 
the  money  for  deficit  reduction.  We  really  did.  And  we  found  ways 
to  do  it,  other  ways,  where  we  said  we  are  going  to  meet  his  target. 
And  we  worked  with  the  employee  organizations,  and  we  worked 
with  the  agencies,  and,  by  God,  we  did  it. 

But  when  you  come  to  us  and  say  here  is  100,000  more  that  we 
are  throwing  in  for  good  luck,  all  I  can  say  is,  good  luck,  because 
we  are  not  going  to  embrace  a  figure  that  does  not  have  the  kind 
of  tight  angdytical  underpinning  that  the  deficit  reduction  figure 
did. 

Are  personnel  reductions,  that  have  already  been  realized 
through  the  1993  DOD  downsizing  program,  included  in  the 
252,000?  And  how  much  of  the  252,000  has  already  occurred  under 
the  DOD  program? 
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Ms.  Green.  Madam  Chair,  I  cannot  speak  to  the  252,  but  I  can 
speak  to  your  question  about  DOD  as  far  as  these  incentives  are 
concerned.  Out  of  the  100,000,  we  are  saying  maybe  about  half  of 
those  would  be  DOD  and  the  other  half  would  be  the  other  execu- 
tive agencies. 

Ms.  Norton.  I  want  to  find  out  if  what  DOD  has  already  done 
has  counted.  You  have  to  accept  the  252,000  or  throw  it  away.  And 
if  you  would  like  me  to  throw  it  away,  I  will.  All  I  am  asking  is, 
did  DOD — has  it  looked  at  what  it  is  supposed  to  do  as  its 
workforce — are  its  workforce  reductions  counted  in  what  it  is  sup- 
posed to  do? 

Ms.  Green.  I  do  not  have  the  figures  for  their  workforce  reduc- 
tion so  far,  but  we  anticipate  with  this  bill  that  they  will  have  an- 
other 40  to  60,  or  half,  approximately  half. 

Ms.  Norton.  I  just  don't  know  from  your  testimony,  Ms.  Green. 
Are  they  counted  in  this  overall  deficit — I  am  sorry,  this  overall  re- 
duction? Whether  it  is  252  or  something  else,  they  have  a  head 
start  and,  therefore,  whatever  is  your  figure,  is  the  head  start  they 
have  through  the  1993  downsizing  program,  is  that  meant  to  count 
in  whatever  figure  you  will  do  through  voluntary  downsizing? 

Ms.  Green.  Yes. 

Ms.  Norton.  Then  you  have  a  good  head  start,  it  seems  to  me. 

I  would  like  to  know  what  level  of  workforce  planning  underlies 
the  252,000  reduction  target.  For  example,  were  each  agency's  pro- 
gram responsibilities  examined,  and,  after  that,  subsequently,  was 
it  determined  the  number  and  types  of  employees  needed  to  accom- 
plish agency  missions?  Was  it  252,000  fewer  than  are  currently  em- 
ployed? Did  you  look  at  each  agency,  look  at  their  responsibilities, 
examine  what  they  were  and  subsequently  determine  that  in  X 
Agency  we  need  "A"  fewer  employees;  in  Y  Agency  we  need  "B" 
fewer  employees;  in  Z  Agency  we  need  "C"  fewer  employees?  Add 
it  up,  and  we  need  252,000  less  employees.  Is  that  how  we  did  it? 

Ms.  Green.  The  agencies  are  going  through  a  process  now  of 
doing  what  you  just  described  as  they  put  their  budgets  together 
and  as  they  look  at  their  structure  over  the  next  few  years.  The 
252  is  a  figure  that  is  a  goal  for  the  next  five  years. 

Once  we  get  through  this  process  with  the  early  out  and  the  in- 
centives and  the  agencies  submit  their  1995  budgets,  I  think  we 
will  have  a  better  understanding  then  of  a  revised  figure  that 
would  probably  give  you  some  comfort  that  we  have  some  basis,  in 
fact,  of  a  number. 

So  I  think  that  the  process  is  happening  now  and  that  if  that 
goal,  if  that  figure  has  to  be  revised,  then  possibly  it  could  be  re- 
vised. But  we  are  putting  the  time  and  the  attention  to  looking  at 
each  of  our  agencies. 

As  an  agency  director,  I  know  our  Director  is  looking  at  his  agen- 
cy. And  when  we  make  our  final  submission  to  0MB  we  would 
have  a  figure,  a  number  then,  that  we  feel  we  can  manage  our  op- 
eration and  could  provide  our  mission  over  the  next  few  years. 

So  I  don't  mean  to  be  vague,  but  that  is — I  just  wanted  to  tell 
you  how  the  process  is  working. 

Ms.  Norton.  I  understand.  You  cannot  be  more  explicit  than  the 
actual  analysis  that  has  occurred. 
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This  program  will  cost  agencies  money.  You  have  to  find  the 
money  to  pay  for  this.  Deficit  reduction  had  the  opposite  effect.  It 
reduced  the  costs  to  agencies.  Am  I  correct  in  assuming,  therefore, 
that  since  this  is  not  a  part  of  deficit  reduction,  that  more  fine-tun- 
ing and  more  accurate  analysis  could  result  in  the  lowering  of  this 
guesstimate,  this  252,000  figure? 

Ms.  Green.  There  definitely  will  be  some  fine-tuning  to  that  fig- 
ure. The  agencies  now  are  going  through  a  process,  and  we  are  giv- 
ing them  the  guidance  to  determine  what  types  of  positions  that 
they  are  going  to — this  is  the  flexibility  we  were  talking  about — 
offer  the  incentives  to. 

So  the  fine-tuning  gets  down  to,  what  do  I  need  to  accomplish  my 
mission  and  how  many  of  those  positions,  and  those  persons  that 
occupy  those  positions,  are  going  to  be  here  to  assist  me  in  that 
venture?  Do  I  now  make  a  determination  that  I  should  include 
those  persons  in  this  particular  incentive  because  I  want  to  free  up 
some  money  and  some  opportunities  for  other  folks  or  not? 

So  the  fine-tuning  is  ongoing,  and  I  anticipate  that  it  will  be  on- 
going after  this  particular  bill  is  complete. 

Ms.  Norton.  You  have  a  difficult  mission.  When  GM  and  IBM 
and  the  many  Fortune  500  companies  have  laid  off  people  and  in- 
creased productivity  they  had  a  bottom  line  and  a  profit  margin  to 
guide  themselves  by.  They  knew  using  fewer  people  had  a  direct 
effect  upon  increased  productivity  and  greater  profits.  You  don't 
have  that  kind  of  discipline  because  the  government  does  not  have 
a  bottom  line  and  is  not  in  the  profit  business  and  does  not  have 
anybody  quite  like  itself  to  compete  with. 

Therefore,  I  just  want  to  say  here  and  now  that  you  are  embark- 
ing upon  a  wonderful,  noble,  important  experiment  for  government, 
but  ii  you  are  going  to  do  it  and  you  are  going  to  claim  that  the 
purpose  in  reducing  positions  is  the  very  same  as  the  purpose  that 
IBM  and  GM  have,  then  you  have  to  show  us  that  you  can  adopt 
proxies  that  help  the  committee  to  understand  that  what  you  have, 
in  fact,  done  is  to  produce  a  more  efficient  and  more  productive 
government  with  less  people. 

You  do  not  have  a  profit  margin  to  show  it,  you  do  not  have  the 
bottom  line  to  show  it,  and  you  have  to  find  ways  that  are  credible 
to  make  us  believe  that  this  is  anything  more  than  laying  off  bodies 
perhaps  to  save  money  for  some  other  purposes. 

Mr.  Kanjorski  has  joined  us.  I  am  very  pleased  to  see  he  is  here, 
and  I  would  ask  him  if  he  has  any  statements  or  questions  at  this 
time. 

Mr.  Kanjorski.  Madam  Chair,  I  have  a  statement  for  the  record 
and  would  ask  unanimous  consent  it  be  admitted. 

Ms.  Norton.  So  ordered. 

Mr.  Kanjorski.  I  would  just  like  to  congratulate  the  witnesses 
and  the  committee  for  taking  up  this  issue  now.  I  think  that  there 
is  great  expectation  in  this  country  that  government  can  follow  the 
lead  of  the  marketplace  in  providing  more  efficient  and  effective 
service  with  less  people  and  less  cost.  But  I  hope  that  we  don't  get 
caught  in  this  problem  of  not  realizing  that  also  employment  of 
people  and  the  jobs  of  Americans  are  very  important. 

So  that,  as  you  go  about  this  effort,  I  would  urge  you  to,  as  the 
Chairman  has  indicated,  not  just  count  the  bodies  that  are  released 
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but  find  some  measure  in  which  we  can  establish  for  the  Congress 
and  for  the  American  people  that,  in  fact,  reinventing  government 
is,  in  fact,  doing  that  and  accomplishing  it  in  a  positive  way. 

The  one  thing  that  I  was  working  on  with  a  caucus  in  the  Con- 
gress now  directed  toward  reinventing  government  is  looking 
throughout  the  executive  branch  and  watching  the  more  modem 
leadership  take  certain  roles,  and  one  of  the  roles  that  I  have  been 
impressed  with  is  that  of  the  comptroller  of  the  currency,  Gene 
Ludwig. 

He  has  taken  what  I  think  is  a  modem  business  technique  of 
making  user-friendly  responses  to  industry,  and  what  he  has  done 
is,  rather  than  allow  government  to  compound  regulations  and  then 
put  them  out  for  every  bank  or  financial  institution  to  study  those 
regulations  and  come  up  with  a  response  in  a  custom  fashion,  he 
has  gone  to  using  computer  programs  that  the  government  can  pro- 
vide, and  the  program  is  consistent  with  the  regulation.  And  if  you 
follow  the  program  you  have  not  any  fear  of  violating  the  regula- 
tions. 

But  it  is  much  easier  because  you  create  one  program  that  is  us- 
able for  all  the  installations  out  there.  So  what  he  has  done  is  not 
only  increase  the  efficiency  inside  the  government  of  how  they  op- 
erate, but  he  has  allowed  the  organizations  that  he  regulates  to  be- 
come much  more  efficient  and  have  to  spend  less  time  with  people 
going  through  regulations  on  a  custom  basis,  each  institution  at  a 
time,  and  can,  in  fact,  apply  an  efficiency  that  we  create  in  govern- 
ment in  the  private  sector,  which  also  decreases  the  manpower  and 
the  cost  necessary  there. 

I  guess  in  my  office  I  am  not  computer  literate,  but  everybody 
else  in  my  office  is,  and  I  hear  this  word  user  friendly.  And  I  think 
if  we,  the  government,  were  to  adopt  that  as  our  phrase,  that  it  is 
time  that  we  start  thinking  how  we  can  become  user  friendly  or 
perhaps  customer  friendly  or  constituent  friendly,  in  that  there  are 
so  many  things  we  do  by  regulation  control  that  require  inordinate 
activity  in  the  private  sector,  very  expensive,  requires  custom  activ- 
ity that  should  not  be  necessary  and  is  not  necessary.  And  that  if 
we  can  turn  the  flipi>ed  coin  around  and  say,  if  we  are  going  to  re- 
quire regulation,  if  we  are  going  to  require  compliance  with  Federal 
law  or  regulations,  that  we  have  to  find  a  method,  a  mode,  a  me- 
dium by  which  we  can  make  it  easy  for  those  that  are  being  regu- 
lated to  comply  and  at  the  lowest  cost. 

It  is  impressive  to  listen  to  the  testimony.  I  sit  on  the  Banking 
Committee,  too.  And  just  out  of  that  area,  the  amount  of  efficiency 
that  government  can  put  into  the  private  sector  by  just  asking  the 
question,  are  we  doing  this  in  the  most  efficient  way  so  that  the 
respondent  can  take  advantage  of  efficiency,  too? 

And  I  think  if  we  work  along  that  line  the  body  count  won't  mat- 
ter that  much.  Because,  even  if  we  had  to  keep  more  government 
employees  to  make  a  user-friendly  government,  ultimately,  there 
will  be  a  much  lower  cost  factor  out  there  for  the  people  that  pay 
the  taxes  in  this  country.  And  the  businesses  will  have  to  spend 
less  money  to  comport  and  comply  with  Federal  regulations  and 
laws  and,  we  will  be  accomplishing  the  same  thing  by  reinventing 
the  system. 
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I  throw  out  just  an  idea  that  we  were  talking  about  at  a  most 
recent  hearing  on  the  appointment  of  Attorney  Greneral.  Someone 
in  the  administrative  branch  took  back  the  idea  that  we  do  not 
need  to  have  Zoe  Baird  experiences.  They  are  not  experiences  that 
come  about  as  a  result  of  intentional  violation  of  the  law  or  misuse 
or  abuse  of  the  law.  It  is  just  that  there  are  so  many  laws  and  so 
many  regulations  that  people  have  to  comply  with  and  that  we 
have  not  kept  up  with  a  simple  way  of  allowing  them  to  comply. 

I  was  speaking  with  someone  in  the  computer  business  the  other 
day,  and  I  thought  an  idea  that  they  had  along  those  lines  should 
be  looked  at  by  the  Federal  Grovemment.  There  ought  to  be  a  way 
that  people  who  wish  to  not  violate  the  law,  as  Ms.  Baird  did  with 
not  paying  Social  Security  on  a  part-time  employee,  should  be  able 
to,  by  computer,  find  out  what  laws  and  regulations  are  out  there 
and  comply  by  computer. 

An  example  would  be  that,  even  if  she  had  paid  the  taxes,  the 
social  security  taxes,  on  that  part-time  employee  of  hers,  she  still 
would  not  have  been  in  compliance  with  the  law  because  she  would 
not  have  paid  the  workmen's  compensation  or  the  State  unemploy- 
ment compensation.  I  think  someone  said  she  would  have  had  to 
make  out  19  reports  to  the  Federal  and  State  system  to  be  in  com- 
pliance with  just  having  a  part-time  housekeeper. 

It  seems  to  me  we  should  start  looking  at,  with  our  computer 
ability  today,  to  have  people  be  able  to  go  to  an  ATM  type  of  ma- 
chine to  provide  the  payment  for  Social  Security,  to  provide  the 
payment  for  unemployment  compensation,  to  provide  and  comply 
with  all  other  Federal  and  State  regulations  and  get  a  certificate 
of  that  compliance  to  show  they  are  in  compliance,  so  that  they  do 
not  have  this  fear  of  being  a  prospective  violator  of  some  type  in 
that  absence. 

And  I  think  that  is  our  responsibility  in  the  administration  now. 
What  I  am  saying  is  we  are  in  the  computer  field  in  the  govern- 
ment. I  saw  it  most  recently  in  the  Postal  Service,  where  they  had 
the  Postal  Buddy  Machine,  and  they  canceled  the  operation. 

But  we  have  to  get  a  cross-pollination.  Maybe  that  machine  not 
only  could  have  provided  something  for  the  Postal  Service  but  it 
could  have  been  across  agencies  and  used  in  the  facilities,  since  we 
have  a  Postal  Service  facility  in  almost  every  city  and  community 
in  the  area;  that  other  agencies  of  the  government  could  go  to  work 
and  allow  people  to  comply  simply  with  the  laws  and  regulations 
to  find  out  what  they  are  and  to  just  make  things  more  simpler  by 
the  use  of  computers,  but  by  the  use  of  pre-thinking  on  govern- 
ment's role  and  what  is  necessary  out  there  to  comply. 

So  I  commend  the  administration's  movement  in  this  area.  I  cer- 
tainly urge  you  to  move  further  and  think  of  these  other  things  and 
perhaps  invite  in  the  private  sector  to  see  how  they  are  making 
things  more  readily  available.  Quite  frankly,  if  the  private  sector 
could  develop  franchising  operations,  standardization,  uniformity 
throughout  the  system  to  carry  on  business  efficiently,  there  is  no 
reason  that  government  cannot  take  the  same  principle  and  apply 
it  and  make  life  a  lot  easier  for  the  taxpayer  and  for  the  person 
that  has  to  comply  with  government  laws  and  regulations. 

Some  emphasis  along  those  lines  over  the  next  several  years,  I 
think,  can  be  a  great  contributing  factor,  not  necessarily  to  lessen- 
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ing  the  manpower  of  government  but  to  make  it  more  simple  for 
the  private  sector  and  the  private  citizen  to  comply  with  regula- 
tions and  rules  and  do  it  in  such  a  way  that  is  very  efficient  for 
them. 

I  think  we  have  the  technological  capacity  now  in  this  country 
to  do  it.  It  is  more  the  importance  that  we  get  the  mindset,  the  at- 
titude in  government  that  that  is  our  responsibility,  that  we  can  no 
longer  just  compile  inches  and  inches  of  rules  and  regulations  and 
throw  them  out  to  every  individual  business  or  every  individual  en- 
tity and  expect  them  to  be  able  to  afford  a  Philadelphia  lawyer  who 
will  go  through  it  and  on  a  custom  basis  comply  in  each  instance. 

In  banking  I  found.  Madam  Chairwoman,  that  every  bank  in 
America,  to  comply  with  CRA  regulations,  on  average  has  to  spend 
at  least  $55,000.  That  is  just  to  fill  out  the  paperwork,  just  to  get 
the  legal  advice  as  to  how  to  do  it.  Whereas,  if  we  encouraged  gov- 
ernment to  create  the  program,  we  could  eliminate  a  great  deal  of 
that  expenditure  out  in  the  private  sector  and  a  lot  of  that  paper- 
work. So  I  urge  you  to  look  at  that. 

I  congratulate  the  committee  and  the  two  Chairs  for  taking  on 
this  issue.  I  think  it  is  great. 

Ms.  Norton.  Thank  you  very  much.  Appreciate  those  remarks, 
Mr.  Kanjorski. 

[The  prepared  statement  of  Hon.  Paul  E.  Kanjorski  follows:] 

Prepared  Statement  of  Hon.  Paul  E.  Kanjorski,  a  Representative  in 
Congress  From  the  State  of  Pennsylvania 

First  I  would  like  to  thank  our  co-chairs  of  today's  hearing,  Chairman  McCloskey 
and  Chairwoman  Norton,  for  acting  promptly  to  hold  hearings  on  the  first  piece  of 
legislation  from  the  National  Performance  Review  to  come  before  the  Congress,  the 
Federal  Workforce  Restructuring  Act  of  1993. 

President  Clinton  and  Vice-President  Gore's  commitment  to  "Reinvent  Govern- 
ment" may  well  be  the  most  important  contribution  of  this  Administration  to  our 
nation's  continued  prosperity.  We  know  all  too  well  how  cumbersome,  unresponsive, 
inefficient,  and  wasteful  the  government  can  be  despite  the  efforts  of  millions  of 
hard-working  federal  employees.  As  a  leader  of  the  bi-partisan  Reinventing  Govern- 
ment Caucus,  I  pledge  my  support  for  this  bill  and  other  efforts  to  make  the  govern- 
ment work  better  for  less. 

The  legislation  before  us  today  is  a  vital  step  toward  the  goal  of  reducing  the  fed- 
eral workforce  by  252,000  before  the  end  of  the  century.  Providing  Voluntary  Sepa- 
ration Incentive  Payments  (VSIP)  for  federal  employees  will  enable  agencies  to 
begin  to  decrease  the  ratio  of  managers  to  federal  employees  from  the  current  7- 
to-1  ratio  to  a  more  efficient  15-to-l  ratio  envisioned  by  the  National  Performance 
Review.  Providing  VSIPs  ynU  not  require  additional  appropriations,  and  will  result 
in  significant  savings  for  the  government. 

Perhaps  more  important  than  the  VSIPs  are  the  provisions  of  the  Federal 
Workforce  Restructuring  Act  which  liberalize  restrictions  on  employee  training. 
Training  the  federal  workforce  to  adapt  to  the  challenges  of  modem  technology  and 
effectively  serve  our  constituents  is  one  of  the  most  challenging  tasks  facing  those 
of  us  who  want  to  reinvent  government.  Proper  training  is  necessary  to  improve  the 
quality  of  our  federal  workforce  and  allow  workers  to  better  acquire  the  skills  nec- 
essary to  improve  flexibility,  productivity,  and  efficiency. 

I  commend  the  Administration  for  sending  this  legislation  to  Congress  and  look 
forward  to  assisting  in  its  early  passage. 

Ms.  Norton.  I  have  really  only  one  question.  I  appreciate  that 
you  have  come  under  close  questioning.  It  has  been  the  first  oppor- 
tunity the  committee  has  had  to  look  at  a  report  and  an  approach 
that  we  very  much  embrace  and  feel  that  you  are  pursuing  in  ex- 
actly the  right  way  through  the  bill  that  you  have  proposed. 
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I  am  also  optimistic  that  there  will  be  a  fair  number  of  people 
who  accept  the  incentive,  just  the  kind  we  want.  I  am  optimistic, 
in  part,  because  I  think  people  really  have  been  waiting  for  this  to 
occur  and  that  whatever  fears  and  expectations  we  have  may  be  al- 
layed simply  by  the  natural  phenomenon.  But  there  certainly  are 
fears  that  we  have  heard  voiced  that  the  $25,000  may  not  be  an 
adequate  incentive  for  workers  in  the  upper  bracket  to  retire. 

Since  you  have  had  experience  with  other  agencies,  what  per- 
centage of  these  high-salaried  people,  more  likely  to  be  the  man- 
agers who  you  say  are  overrepresented  in  the  government,  have 
left  the  government  under  the  established  VSIP  program? 

Mr.  Klein.  Madam  Chair,  the  only  real  experience  we  have  so 
far  to  any  extent  is  with  DOD.  I  believe  Mr.  Sanders  is  here  to  tes- 
tify later.  But  I  understand  where  they  have  offered  the  incentives 
to  managers — and  they  have  taken  a  much  more  retail  approach  to 
this  than  we  are  proposing.  In  other  words,  they  are  offering  it  to 
installation  by  installation  separately  as  they  have  faced 
downsizing.  But  where  they  have  offered  it  they  have  had  the  same 
kind  of  take  rate  they  have  had  with  the  rest  of  the  workforce. 

Ms.  Norton.  Retail  as  opposed  to  what  you  are  going  to  be 
doing? 

Mr.  Klein.  Well,  DOD,  as  you  pointed  out,  has  a  much  longer 
window,  and  what  they  have  been  doing  is  that,  as  they  have 
closed  bases  or  had  downsizing  at  individual  bases  around  the 
country,  they  offer  that  incentive  to  that  base  only,  rather  than 
through  the  entire  defense  department.  So  they  have  their  experi- 
ences base  by  base  and  often,  within  bases,  department  by  depart- 
ment. But  I  understand 

Ms.  Norton.  Of  course,  this  can  happen  in  an  individual  depart- 
ment under  your  plan  as  well. 

Mr.  Klein.  It  could,  yes.  Over  the  next  year  they  could  offer  90- 
day  windows  to  different  elements  of  their  organization.  But  where 
they  have  had  experience  with  managers  they  tell  us  that  the  suc- 
cess with  the  incentive  has  been  comparable  to  the  rest  of  the 
workforce. 

If  we  can  get  40  percent  of  our  regular  retiree  managers  to  take 
it,  if  they  are  eligible,  and  20  percent  of  the  early-out  managers  to 
take  it,  I  think  we  will  have  achieved  a  major  impact  on  our 
delayering. 

Ms.  Norton.  Say  those  percentages  again.  If  you  can  get 

Mr.  Klein.  Their  experience  has  been  that  of  the  people  who  are 
eligible  for  regular  retirement,  normal  option  retirement,  of  those 
who  are  eligible,  40  percent  of  those  take  the  incentive  offers.  For 
the  early  retirements,  20  percent  of  those  who  are  eligible  take  the 
incentive  when  it  is  offered.  We  are  hoping  we  get  the  same  kind 
of  take  rates  for  the  rest  of  government. 

Ms.  Norton.  I  want  to  thank  all  three  of  you,  Ms.  Green  and 
your  two  colleagues,  for  very,  very  useful  testimony  for  us.  We 
know  that  you  are  in  on  the  ground  floor  and  that  this  is  a  new 
approach  to  an  old  way  of  trying  to  encourage  people  to  leave  the 
government.  We  compliment  you  for  the  work  you  have  done  pio- 
neering this  approach,  and,  of  course,  we  wholeheartedly  embrace 
what  the  administration  is  trjdng  to  do.  I  want  to  thank  you  once 
again  for  coming  to  testify. 
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Ms.  Green.  Thank  you. 

Ms.  Norton.  We  want  to  hear  next  from  Mr.  Ron  Sanders,  Act- 
ing Deputy  Assistant  Secretary  of  Defense,  Civilian  Personnel  Pol- 
icy at  the  Department  of  Defense.  Perhaps  we  can  get  some  real 
experience  to  answer  some  of  the  questions  that  we  asked  to  Ms. 
Green  and  her  colleagues. 

STATEMENT  OF  RON  SANDERS,  ACTING  DEPUTY  ASSISTANT 
SECRETARY  OF  DEFENSE  FOR  CIVILIAN  PERSONNEL  POL- 
ICY, DEPARTMENT  OF  DEFENSE 

Mr.  Sanders.  Good  afternoon.  Madam  Chair. 

Ms.  Norton.  Good  afternoon,  Mr.  Sanders.  You  can  proceed. 

Mr.  Sanders.  All  right.  I  will  give  you  a  brief  summary  of  my 
written  statement.  If  we  could  enter  that  into  the  record,  I  would 
appreciate  it.  I  will  try  to  be  as  brief  as  possible. 

Appreciate  the  opportunity  to  testify  before  you  on  DOD's  experi- 
ences with  its  voluntary  separation  incentive  pay  program  author- 
ized by  the  Congress  last  year.  I  also  want  to  take  this  opportunity 
to  express  my  appreciation  to  the  work  that  these  two  subcommit- 
tees did,  among  others,  in  providing  that  authority  to  us. 

Madam  Chair,  you  expressed  earlier  the  desire  to  try  to  avoid  in- 
voluntary separations  in  government  altogether,  and  I  can  tell  you 
that  you  have  before  you  the  means  to  do  it.  We  have  just  about 
accomplished  that  in  the  Department  of  Defense,  particularly  over 
the  course  of  last  year,  with  that  authority.  This  past  year  we  have 
come  down  by  almost  70,000  civilians,  67,000  to  be  exact,  and  we 
will  only  involimtarily  separate  less  than  3,000. 

If  you  look  at  the  course  of  the  DOD  drawdown — and,  of  course, 
a  lot  of  this  occurred  before  we  had  the  incentives,  but  we  are  still 
quite  proud  of  the  figure.  We  have  come  down  almost  180,000  civil- 
ians since  the  beginning  of  fiscal  year  1992,  with  about  12,000  in- 
voluntary separations.  No  private  company  can  match  that  achieve- 
ment. 

In  large  part,  though,  the  success  we  have  achieved  comes  with 
Secretary  Aspin  who,  early  in  his  administration,  said,  we  are 
going  to  use  these  incentives  as  aggressively  as  we  can  to  avoid  in- 
voluntary separations  but  still  bring  down  the  Department  of  De- 
fense civilian  work  force  and  do  so  in  a  balanced,  sensible  way. 

We  have  used  these  incentives  in  three  instances.  First  of  all,  we 
used  them  just  prior  to  reductions  in  force.  Obviously,  you  want  to 
avoid  reductions  in  force.  When  we  approach  a  RIF  we  begin  to  get 
a  clear  picture  of  the  surplus  skills  and  surplus  employees  we  have 
in  our  organizations. 

Let  me  add  as  an  aside,  in  DOD  at  least,  the  civilian  employees 
is  a  dependent  variable.  It  is  a  function  of  force  structure  decisions, 
mission,  budget,  program  decisions.  All  of  those  things  go  into  the 
equation.  And,  finally,  our  commanders  decide  how  many  civilian 
employees  they  need  to  meet  all  those  requirements.  As  a  con- 
sequence, we  view  these  incentives  as  a  means  to  an  end,  and  they 
occur  in  that  larger  context. 

You  asked  a  number  of  questions  to  the  0PM  witnesses  about 
planning,  and  in  the  case  of  the  DOD  the  offer  of  these  incentive 
has  occurred  in  that  larger  context  of  our  future  years'  defense  plan 
and  all  of  our  budget  planning. 
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In  the  three  instances  where  we  have  used  incentives  first,  be- 
fore reductions  in  force,  it  was  basically  to  clear  out  retention  reg- 
isters, to  keep  people  from  being  bumped  out  the  door. 

And,  just  as  a  remarkable  an  anecdote,  let  me  tell  you  in  Feb- 
ruary of  this  year  our  largest  industrial  commands  in  the  depart- 
ment, the  Air  Force  Materiel  Command,  the  Army  Materiel  Com- 
mand and  our  Naval  Aviation  Depot  and  Maintenance  Shipyards, 
came  to  us  with  projected  involuntary  separation  figures  in  excess 
of  20,000  people.  Those  would  result  in  workload  reductions. 

We  are  not  steaming  as  many  ships  or  flying  as  many  airplanes. 
We  don't  need  the  people  in  our  maintenance  depots  to  deal  with 
them  anymore. 

We  used  those  incentives  at  Secretary  Aspin's  direction,  and  in 
the  Air  Force  Materiel  Command,  where  they  were  looking  at  firing 
9,500  workers,  they  canceled  the  RIF.  In  the  Army  Materiel  Com- 
mand, where  they  were  looking  at  firing  about  6,500  workers,  they 
canceled  the  RIF. 

In  Navy,  they  had  a  somewhat — ^they  were  less  successful,  in 
large  part  because  they  have  been  running  reductions  in  force  at 
their  shipyards  for  about  three  years  straight,  and  everybody  who 
is  going  to  go  voluntarily  has  already  gone.  But  even  there,  where 
Navy  was  looking  at  firing  about  8,000  people,  we  brought  that 
number  down  to  about  2,500.  And,  as  we  speak,  we  are  working  to 
reduce  it  even  further. 

That  segues  into  the  second  instance  in  which  we  use  these  in- 
centives in  the  department  under  the  authority  you  all  gave  us, 
and  that  is  after  reduction  in  force  notices  are  issued.  Once  separa- 
tion notices  are  issued  and  we  literally  identify  the  numbers,  the 
types,  the  names  of  employees  who  are  going  to  be  fired,  we  go  to 
surrounding  DOD  installations.  We  offer  incentives  to  employees  in 
corresponding  occupations  literally  to  clear  vacancies  for  those  peo- 
ple. And,  again,  that  has  been  remarkably  successful. 

For  example,  in  the  case  of  Norfolk  Naval  Shipyard,  we  started 
with  an  involuntary  separation  estimate  of  1,900  people  earlier  this 
year  through  the  offer  of  voluntary  separation  incentives.  We  re- 
duced that  number  to  1,200.  1,200  RIF  notices  were  issued  several 
weeks  ago.  In  the  ensuing  period  we  have  already  reduced  that 
number  by  500  by  continuing  to  offer  incentives  at  other  installa- 
tions and  placing  people  principally  in  the  Norfolk  metropolitan 
area. 

The  third  instance  in  which  we  use  these  incentives  is  to  shape 
the  force,  and  that  is  the  future  look.  We  already  know,  for  exam- 
ple, in  the  Army  Materiel  Command  what  their  fiscal  1994  reduc- 
tion targets  look  like.  They  are  offering  incentives  now  to  get  a 
head  start  on  those  reduction  targets. 

Let  me  give  you  an  overall  summary  of  our  experience  to  date, 
and  it  has  been  almost  exactly  a  year  since  we  have  been  using 
these  things. 

We  offered— we  identified  about  40,000  employees  in  surplus 
skills  and  surplus  categories,  and  we  offered — we  needed  about 
40,000  voluntary  separations  in  the  department  to  avoid  RIFs. 
Through  the  use  of  these  incentives  we  got  30,000.  For  the  most 
part,  the  takers  have  been  higher  graded,  at  least  in  terms  of  our 
average  grade,  but  that  is  more  a  function  of  their  seniority  than 
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anything  else,  as  Mr.  Klein  just  testified  before  you.  These  are  fo- 
cused and  targeted  on  workload,  and,  for  that  reason,  we  have  not 
offered  them  to  as  many  managers  as  other  agencies  may,  but 
those  we  have  offered,  the  take  rate  has  been  comparable.  But  gen- 
erally about  slightly  higher  average  grade. 

For  the  most  part  they  have  been  white  males,  and  overwhelm- 
ingly these  are  retirement  eligibles,  both  early  and  regular  optional 
retirement.  Of  the  30,000,  45  percent  of  them  were  early  retire- 
ment eligibles,  37  percent  were  optional  retirement  eligibles  and 
the  remaining  18  percent  took  resignation  incentives  that  averaged 
about  $17,000  per  person.  That  is  our  success  to  date. 

You  asked  a  number  of  questions  about  what  this  does  to  your 
normal  attrition,  and,  again,  I  will  take  you  back  to  the  figure  I 
gave  at  the  outset.  The  department  came  down  by  67,000  this  past 
year — 30,000  through  incentives,  about  3,000  involuntary  separa- 
tions. The  rest  are  from  people  who  continue  to  leave  the  depart- 
ment on  their  ov^m,  both  retirements  and  quits. 

So  the  two,  both  normal  attrition  and  induced  attrition,  have 
worked  in  a  complimentary  way  to  bring  the  department  down 
with  a  minimum  of  adverse  impact  on  our  employees. 

Let  me  close  by  just  suggesting  a  few  lessons  learned. 

At  least  in  the  case  of  DOD,  we  have  gone  out  of  our  way  to  tar- 
get this.  As  you  correctly  pointed  out,  we  have  this  authority 
through  fiscal  year  1997,  so  employees  may  be  able  to  play  the  lot- 
tery. They  may  be  able  to  sit  back  and  say,  I  will  get  another 
chance.  By  saying  we  are  targeting  these  incentives  to  surplus  cat- 
egories, we  hope  to  minimize  that,  and  the  empirical  evidence  sug- 
gests that  we  have. 

Secondly,  you  have  to  communicate  to  your  employees,  and  we 
have  taken  great  pains  to  do  that. 

Third,  we  have  worked  closely  with  organized  labor  in  the  de- 
partment. They  have  been  invaluable  in  helping  us  communicate  to 
employees  and  in  also  dealing  with  rumor  control.  I  will  give  you 
an  example  of  that. 

At  Norfolk,  the  rumor  started  spreading  at  the  installation  that 
if  employees  didn't  take  our  offer  they  would  get  a  better  deal,  and 
we  know  that  several  dozen  of  them  actually  went  to  the  personnel 
office  and  withdrew  their  acceptance  of  the  incentive  based  on  that 
rumor.  We  were  able  to  use  the  union  to  squelch  that  rumor  and 
recoup. 

Finally,  I  want  to  compliment  the  staff  of  the  Office  of  Personnel 
Management.  They  worked  closely  with  us  from  the  beginning.  Our 
program  was  about  a  year  in  gestation,  and  it  has  now  been  a  year 
since  we  have  actually  had  the  authority.  So,  over  the  past  couple 
of  years,  they  have  been  very  helpful  and  a  key  in  helping  us  de- 
vise our  program,  one  that  is  tailored  to  the  Department's  needs. 

With  that,  I  will  close  and  be  glad  to  take  any  questions  you 
have. 

Ms.  Norton.  Very  much  appreciate  that.  Very  pointed  and  use- 
ful testimony,  Mr.  Sanders. 

[The  prepared  statement  of  Mr.  Sanders  follows:] 


52 

Prepared  Statement  of  Ron  Sanders,  Acting  Deputy  Assistant  Secretary  of 
Defense  for  Civilian  Personnel  Policy,  Department  of  Defense 

Dr.  Ronald  P.  Sanders  is  currently  Principal  Director  of  Civilian  Personnel  Policy 
and  Equal  Opportunity  (SES)  for  the  U.S.  Department  of  Defense;  as  DoD's  senior 
career  numan  resource  management  executive,  he  also  serves  as  the  Director  of  the 
newly-established  Defense  CiviUan  Personnel  Service.  In  these  capacities,  be  estab- 
lishes poUcies  and  directs  programs  and  staff  dealing  with  all  aspects  of  human  re- 
source management  for  DoD's  one  milUon  civilians,  including  its  non-appropriated 
fund  and  foreign  national  employees.  Among  other  things.  Dr.  Sanders  oversees  ci- 
vilian employment  planning,  retraining  and  outplacement  assistance;  quality  and 
productivity  programs;  civilian  personnel  information  systems;  and  discrimination 
complaint  investigations  in  support  of  over  three  hundred  civilian  personnel  offices 
inDoD. 

Dr.  Sanders  was  bom  May  2,  1951,  in  Minneapolis  and  graduated  from  Palmetto 
Senior  High  School,  Miami,  in  1969.  He  received  a  Bachelor  of  Arts  degree  in  busi- 
ness management  from  the  University  of  South  Florida  in  1973,  a  Master  of  Science 
degree  in  himian  resource  management  and  industrial  relations  from  the  University 
of  Utah  in  1976,  and  a  Doctor  of  Public  Administration  degree  from  the  George 
Washington  University  in  1990.  He  has  been  inducted  into  three  national  academic 
honorary  societies.  Dr.  Sanders  attended  the  Massachusetts  Institute  of  Tech- 
nology's Sloan  School  of  Management  as  a  Senior  Executive  Fellow  in  1987  and  com- 
pleted a  congressional  fellowship  with  Sen.  Tea  Stevens  (R-Alaska)  on  the  Senate 
Governmental  Affairs  Committee's  Federal  Services  Subcommittee  in  1989. 

Prior  to  his  appointment  to  the  OflTice  of  the  Assistant  Secretary  of  Defense,  Dr. 
Sanders  served  as  Deputy  Director  of  Civilian  Personnel  (SES)  for  the  Department 
of  the  Air  Force,  where  he  was  responsible  for  policies  and  programs  covering  its 
260,000  civilians.  Previously  he  served  as  chief  of  the  Air  Force's  Civilian  Personnel 
Plans  and  Resources  Division,  where  he  was  the  principal  author  of  PALACE  Agen- 
da, that  agency's  strategic  plan  for  civilian  personnel  management.  He  also  headed 
the  ^r  Force's  Labor  and  Employee  Relations  Division,  where  he  was  responsible 
for  dealings  with  its  170,000  unionized  employees. 

Appointed  as  a  U.S.  Civil  Service  Commission  management  intern  in  1973,  Dr. 
Sanders  began  his  Federal  career  as  a  field  examiner  with  the  National  Labor  Rela- 
tions Board,  Memphis,  Tennessee.  He  served  as  Labor  Relations  Manager  at  the 
Ogden  Air  Logistics  Center  (AFLC)  Headquarters,  Wright-Patterson  Air  Force  Base, 
Ohio;  in  that  latter  capacity,  he  was  the  principal  management  negotiator  for  the 
first  nation-wide  collective  bargaining  agreement  covering  AFLC's  70,000  civilian 
employees. 

Dr.  Sanders  has  been  elected  to  the  Board  of  Directors  of  the  Senior  Executives 
Association  and  serves  as  an  adjunct  Professor  of  Public  Administration  for  Syra- 
cuse University's  Maxwell  School  of  Citizenship  and  PubUc  Affairs.  He  has  received 
numerous  awards  for  superior  performance  and  was  the  1989  recipient  of  the  Air 
Force's  General  Robert  J.  Dixon  Award  for  Manpower  and  Personnel,  the  first  (and 
only)  civilian  to  be  so  honored.  In  1987  he  was  named  by  the  Office  of  Personnel 
Management  as  one  of  the  Federal  government's  "Top  40"  performers  under  the  age 
of  40. 

Dr.  Sanders  has  also  been  published  in  several  professional  and  academic  jour- 
nals. He  authored  a  chapter  on  "Re-inventing  the  Senior  Executive  Service"  in  Gov- 
ernment and  Public  Service  (Jossey-Bass,  1993),  and  his  research  in  that  area  was 
cited  in  the  Vice  President's  National  Performance  Review.  In  addition,  he  served 
as  a  staff  advisor  to  the  National  Commission  on  the  PubUc  Service,  and  his  doc- 
toral research,  entitled.  "The  Best  and  Brightest:  Can  the  Public  Service  Compete?" 
was  published  as  part  of  the  Commission's  final  report  in  1989. 

Dr.  Sanders  is  a  certified  SCUBA  diver  and  an  amateur  astronomer  and  enjoys 
competitive  swimming  and  weight  Ufting.  He  is  married  to  the  former  Elizabeth 
Ann  Book  of  Miami,  Florida,  and  they  have  a  son,  Matthew. 

Mr.  Chairman  and  Members  of  the  Subcommittees:  It  is  my  great  pleasure  to  ap- 
pear today  to  discuss  H.R.  3218,  the  "Federal  Workforce  Restructuring  Act  of  1993". 
I  appreciate  the  opportunity  to  share  with  you  our  experience  in  implementing  the 
Separation  Pay  Program  the  Congress  authorized  in  last  year's  National  Defense 
Authorization,  P.L.  102-484.  For  the  employees  who  have  Uved  through  the  imple- 
mentation process,  so  much  has  happened  that  it  is  difficult  to  believe  we  have  had 
this  program  for  less  than  a  year. 

We  have  four  major  objectives  in  our  work  force  reduction.  They  are  to  ( 1)  achieve 
the  civiUan  employment  levels  set  forth  in  the  President's  Budget  Submissions,  (2) 
achieve  a  work  force  that  is  balanced  in  terms  of  grade  and  skill  and  which  sustains 
the  progress  we  have  made  in  equal  employment  opportunity,  (3)  minimize  involun- 
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tary  separations,  and  (4)  assist  those  few  employees  we  may  have  to  separate  invol- 
untarily. I  am  very  pleased  to  report  that  with  the  Separation  Pay  Program  we  are 
achieving  those  objectives. 

BACKGROUND 

The  President  signed  the  public  law  authorizing  our  program  October  23,  1992. 
The  Secretary  of  Defense  delegated  authority  to  offer  incentives  on  December  22nd. 
On  December  30,  we  issued  initial  implementing  instructions.  Under  those  instruc- 
tions, the  Assistant  Secretary  of  Defense  for  Force  Management  and  Personnel  re- 
tained the  authority  to  offer  separation  pay. 

The  first  use  of  separation  pay  was  at  Chase  Field  Naval  Air  Station  in  Beeville, 
Texas,  in  mid-January.  Chase  Field  was  scheduled  to  close  at  the  end  of  January 
and  at  the  time  the  program  was  approved,  79  employees  were  scheduled  for  separa- 
tion. Of  those,  49  were  not  interested  in  placement  assistance — 25  planned  to  retire 
and  24  did  not  want  to  leave  the  area.  That  left  us  with  30  employees  to  place.  They 
were  mostly  firefighters,  clerical  or  wage  grade  employees.  We  looked  to  nearby  DoD 
installations  and  offered  incentives  to  employees  at  the  Naval  Air  Station  and  De- 
fense Logistics  Agency  in  Corpus  Christi.  Of  the  remaining  30  employees,  we  placed 
14  into  vacancies  we  created  using  incentives,  and  14  through  our  Priority  Place- 
ment Program.  There  were  only  two  we  could  not  place.  We  knew  even  from  this 
limited  offering  that  the  program  would  be  a  success. 

By  late  April,  Secretary  Aspin  called  for  aggressive  use  of  separation  pay.  We  is- 
sued implementing  instructions  delegating  authority  to  the  Components  and  De- 
fense Agencies.  Since  that  time,  they  have  authorized  over  40,000  incentives.  Close 
to  30,000  employees  have  been  given  incentives  to  leave. 

At  this  juncture,  much  of  the  information  we  have  is  preliminary  and  anecdotal. 

Nevertheless,  the  news  is  good. 

RESULTS 

Historically,  DoD  attrition  averaged  between  8  and  9%.  By  the  fall  of  1992,  attri- 
tion had  declined  to  less  than  6%.  For  many  years.  Voluntary  Early  Retirement  Au- 
thority (VERA)  was  the  best  tool  we  had  to  avoid  reductions  in  force  (RIF).  When 
we  first  began  reducing  the  workforce  in  1988  and  1989  we  expected  that  16  to  18% 
of  VERA  eligibles  would  take  early  retirement.  By  1992,  we  were  lucky  to  get  a  4% 
take  rate. 

Our  largest  employers  of  civilians  are  our  industrial  activities — the  Army  and  Air 
Force  Materiel  Commands  and  the  Naval  Shipyards  and  Aviation  Depots.  At  the  be- 
ginning of  FY  1993,  each  of  these  activities  faced  fiscal  and  workload  reductions 
that  under  normal  circumstances  would  have  caused  the  involuntary  separation  of 
thousands  of  employees.  Using  incentives,  both  the  Army  and  Air  Force  Materiel 
Commands  avoided  FY  1993  reductions  in  force  (RIF).  While  some  Naval  Shipyards 
and  Aviation  Depots  have  issued  separation  notices,  the  number  of  employees  who 
may  be  separated  was  significantly  lowered  because  of  incentives.  The  story  is  the 
same  at  installation  after  installation. 

Of  the  almost  30,000  employees  who  have  taken  incentives,  18%  resigned,  45% 
took  voluntary  early  retirement  and  37%  took  optional  retirement.  The  Components 
estimate  that  about  42%  of  the  employees  who  are  ehgible  for  optional  retirement 
and  who  have  been  offered  an  incentive  will  take  it.  About  26%  of  the  early  retire- 
ment eligibles  who  have  been  offered  an  incentive  have  taken  it. 

The  average  incentive  taker  has  almost  twice  the  years  of  service  as  the  average 
DoD  employee,  26  years  compared  to  15.  Both  early  and  regular  retirees  average 
28  years  of  service  and  $25,000  per  incentive.  The  age  for  early  retirees  is  about 
52  years;  for  regular  retirees  about  61  years.  Those  taking  a  resignation  incentive 
average  15  years  of  service  and  48  years  of  age.  They  get  an  average  of  $17,000  per 
incentive. 

Looking  at  our  initial  data,  it  is  apparent  that  those  who  have  accepted  incentives 
are  predominately  white  males.  The  majority  of  takers  are  veterans.  The  average 
grade  of  the  DoD  population  is  9.0.  The  average  incentive  taker  is  grade  10. 

We  can  say  unequivocally,  that  with  incentives  we  have  avoided  thousands  of  in- 
voluntary separations.  We  also  believe  that  where  we  have  to  run  reductions  in 
force,  we  will  minimize  the  impact  on  women  and  minorities.  Separation  pay  is  cost 
effective.  It  avoids  the  high  cost  and  severe  effect  RIF  has  on  productivity.  Our  pro- 
gram is  a  success. 
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H.R.  3218 

I  am  pleased  the  President  has  submitted  the  Workforce  Restructuring  Act  and 
that  you  are  giving  it  your  speedy  attention.  It  will  ease  the  reductions  non-Defense 
agencies  must  make  in  support  of  his  initiatives  and  the  National  Performance  Re- 
view. The  Department  of  Defense  fully  supports  the  President's  initiative.  While  the 
bulk  of  the  biU  does  not  apply  to  DoD,  some  provisions  like  the  9%  fee  and  training 
changes  cover  all  agencies.  We  support  these  provisions.  The  training  section  will 
strengthen  our  ability  to  retain  employees  as  we  reshape  our  workforce. 

CONCLUSION 

There  are  several  cautions  we  would  share  with  other  agencies  as  they  think 
about  implementing  an  incentive  program.  First,  we  firmly  believe  agencies  must 
target  incentive  offers  to  the  groups  of  employees  they  need  to  reduce.  Across  the 
board  offers  of  incentives  are  risky;  the  result  may  be  hiring  new  employees  to  do 
the  job  of  employees  the  agency  just  paid  to  leave.  Second,  communicate,  commu- 
nicate, communicate.  The  work  force  needs  as  much  information  as  you  can  provide. 
Third,  enter  into  a  cooperative  relationship  with  employee  organizations.  They  can 
help  control  rumors  by  teUing  employees  the  straight  facts.  Fourth,  talk  to  the  fine 
staff  at  the  Office  of  Personnel  Management.  We  wouldn't  have  made  it  through  this 
year  without  their  constant  help  and  advice.  Share  your  plans  with  them,  especially 
with  the  Retirement  and  Insurance  Group  who  will  process  retirement  applications. 
Fifth,  agencies  must  focus  on  the  employees  who  will  remain  after  the  buyouts. 
They  need  positive  attention,  counseling,  training  and  feedback.  They  are  the  ones 
on  whom  our  future  depends  and  on  whom  the  dramatic  change  envisioned  by  the 
NPR  will  have  the  most  impact.  Finally,  call  us  if  you  have  questions — we've  been, 
there! 

In  conclusion,  let  me  say  again  that  the  program,  managed  correctly,  works.  It 
will  help  reduce  and  balance  the  Federal  work  force.  Employees  support  it  and  when 
the  trade-off  is  involuntary  separations  there  is  no  other  choice. 

Ms.  Norton.  I  am  going  to  vote  and  will  be  right  back. 

Let  me  assure  those  who  have  been  waiting  that  the  hearing  will 
not  last  much  longer.  It  was  necessary  to  keep  the  0PM  on  for  a 
long  period  of  time,  given  the  vagueness  of  their  proposals  and  the 
reality  that  they  are  the  predicate  for  everything  else,  including 
how  we  view  the  rest  of  the  testimony,  but  we  do  not  anticipate 
nearly  that  amount  of  time  for  the  remaining  witnesses.  I  apologize 
to  them  that  they  have  had  to  wait. 

We  are  going  to  vote  now,  and  we  will  be  right  back. 

Thank  you,  Mr.  Sanders.  We  would  like  to  ask  you  a  few  ques- 
tions if  you  would  wait  for  us. 

Mr.  Sanders.  Sure,  I  will  stand  by. 

[Recess.] 

Ms.  Norton.  Mr.  Sanders,  in  your  testimony  you  indicated  that 
you  had  worked  closely  with  0PM.  I  was  pleased  to  hear  that  be- 
cause you  said  also  that  you  put  a  premium  in  the  process  on  com- 
munication to  employees. 

In  working  with  0PM,  was  there  advance  guidance  given,  for  ex- 
ample, at  inst£dlations  so  that  people  might  have  some  idea  of  how 
you  go  about  this  in  a  way  that  met  the  coherent  needs  of  the  de- 
partment? 

Mr.  Sanders.  Not  from  OPM.  Again,  we,  in  my  office  and  0PM, 
have  viewed  these  incentives  as  a  means  to  an  end.  We  have  sim- 
ply provided  our  managers  the  tool.  They  understood  implicitly  and 
explicitly  they  were  to  yield  that  tool  in  furtherance  of  the  Presi- 
dent's budget  objectives  and  the  Secretary's  program  objectives. 

Ms.  Norton.  Did  you  provide  them  guidance,  you  in  the  Defense 
Department? 
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Mr.  Sanders.  Not  me  personally,  but,  yes,  the  Defense  Depart- 
ment provided  them  the  program  guidance.  For  example,  here  is 
the  workload  that  is  coming  down.  These  are  the  programs  that  are 
being  cut.  You  identify  the  civilians  that  are  associated  with  those 
programs.  We  want  you  to  minimize  involuntary  separations.  Use 
the  incentives  accordingly. 

Ms.  Norton.  Seems  to  be  a  pretty  good  checklist,  frankly,  of  how 
to  proceed.  Concededly,  parts  of  DOD  are  much  more  like  the  man- 
ufacturing in  the  private  sector  than  many  Federal  agencies.  But, 
again,  here  are  the  programs;  here  is  the  workload;  here  is  what 
we  need;  now  you  go  to  it,  and  you  gave  people  the  flexibility  to 
go  to  it.  What  we  want  to  make  sure  we  have  from  0PM  is  that 
kind  of  effect. 

We  are,  of  course,  concerned  with  whether  H.R.  3218,  as  the  bill 
before  us,  will  really  help  the  government  avoid  RIFs  entirely. 
Since  the  Defense  Department  has  been  offering  a  buyout  program 
to  its  employees  similar  to  our  proposal  for  some  time  now,  we 
would  like  to  learn  as  much  as  we  can  from  your  experience  al- 
ready. Your  testimony  has  allayed  some  of  our  fears,  if  we  can  be 
assured  that  that  experience  is  being  drawn  upon. 

Are  you  working  with  or  sharing  your  experiences  with  the  0PM 
or  with  other  agencies  at  this  time? 

Mr.  Sanders.  We  have  certainly  been  working  closely  with  0PM. 
Len  Klein's  staff,  Len  Klein  personally,  he  and  I  were  there  at  the 
beginning  of  the  initial  design  of  our  incentive  program,  and,  obvi- 
ously, given  the  importance  that  voluntary  early  retirement  plays 
in  our  incentive  program,  Len  Klein's  shop  approves  those  for  us, 
so  we  are  on  the  phone  with  his  people  a  dozen  times  a  week. 

And  we  have  been  over  to  a  number  of  Federal  agencies  now  in 
the  last  several  months  as  it  has  become  apparent  that  the  admin- 
istration was  going  to  propose  some  sort  of  buyout  scheme,  and  we 
have  briefed  them  on  the  DOD  experience,  how  we  planned  for  it, 
how  we  executed  it. 

Ms.  Norton.  DOD  is  the  one  agency,  given  the  downsizing  in  the 
military  that  is  necessary  during  this  time,  that  one  might  have  ex- 
pected RIFs,  and  you  have  virtually  eliminated  them,  even  as  pro- 
jections said  you  could  not. 

I  think  this  experience  is  vital  to  the  other  agencies  and  must 
be  maximally  used  if  government-wide  experience  is  to  be  any- 
where near  as  successful.  Here  is  a  model  and  a  huge  one  right  in 
our  midst  at  DOD,  and  you  seem  to  have  understood  how  to  do  it 
right.  I  congratulate  you. 

Beginning  in  January,  1993,  when  the  voluntary  incentive  pay 
program  was  first  available,  how  many  employees  at  DOD  were  eli- 
gible for  optional  retirement  and  how  many  were  eligible  for  early 
retirement? 

Mr.  Sanders.  DOD-wide,  we  had  about  65,000  employees  who 
were  eligible  for  regular  optional  retirement,  about  110,000  for 
early  retirement. 

Ms.  Norton.  And  what  percentage  of  those  eligible  for  optional 
retirement  took  the  buyout  and  what  percentage  of  those  eligible 
for  early  retirement  took  the  buyout? 

Mr.  Sanders.  Let  me  give  you  percentages  in  both  cases  but 
qualify  them. 
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We  did  not  offer  them,  as  you  know,  across  the  board.  We  offered 
these  at  installations  or  in  our  major  commands  so  that  not  all 
65,000  optional  retirement  eligible  had  incentives  for  that.  Of  those 
targeted  about  42  percent  took  it.  That  is  compared  to  our  normal 
retirement  rate,  which  is  averaged  over  the  past  decade  or  so  with 
some  ups  and  downs,  of  about  30  percent.  With  early  retirement, 
we  got  26  percent  takers  from  among  those  who  were  actually  of- 
fered the  incentives. 

We  normally,  I  guess,  up  until  the  last  two  or  three  years,  had 
averaged  16  to  18  percent  take  rate  when  we  offered  early  retire- 
ment. But,  for  a  variety  of  reasons,  the  economy,  anticipation  of 
buyouts,  a  whole  number  of  factors,  particularly  the  drawdown  in 
the  defense  industry  generally,  our  take  rate  for  early  retirements 
without  incentives  had  dropped  to  about  4  percent. 

So  in  both  cases  we  had  a  net  gain  in  takers,  from  30  percent 
to  about  42  percent,  amongst  regular  retirement  eligibles  and  from 
4  percent  or  16  percent,  depending  on  which  benchmark  you  use, 
up  to  26  percent  for  early  retirement  eligibles. 

Ms.  Norton.  It  is  my  understanding  that  some  agencies  in  the 
Defense  Department  have  offered  to  buy  out  as  many  as  three 
times  since  January  of  1993,  and  that  with  each  offering  the  rates 
of  people  taking  it  declined  significantly.  Is  this  so?  And,  if  so,  how 
can  you  explain  it?  How  do  you  explain  it? 

Mr,  Sanders.  I  do  know  we  have  in  some  installations  offered 
these  on  multiple  occurrences,  in  large  part  because  of  the  timing 
of  this.  We  confronted  a  fiscal  1993  problem  early  in  the  year  and 
used  the  incentives  to  deal  with  that  fairly  successfully.  We  are  al- 
ready now  trjdng  to  get  a  head  start  on  fiscal  1994,  so  in  some  or- 
ganizations you  may  see  multiple  offers. 

I  am  not  aware  of  any  evidence  that  the  take  rate  declines  mark- 
edly through  multiple  offerings.  That  may  be  true,  but  I  am  just 
not  aware  of  any. 

Ms.  Norton.  Do  you  expect  the  buyout  program  at  DOD  to  pre- 
clude involuntary  separations  in  the  fiscal  years  1994  through 
1997,  the  outyear  when  your  authorization  expires? 

Mr.  Sanders.  We  will  do  ever3^hing  we  can  to  do  that.  Unfortu- 
nately, I  cannot  tell  you  that  we  will  zero  out  the  number  of  invol- 
untary separations.  There  are  so  many  factors  involved  and  the  po- 
tential for  imbalances  between  people  who  are  willing  to  take  the 
incentives  and  workload  or  budget  reductions,  that  some  reductions 
in  force  are  inevitable. 

As  I  suggested  to  you,  we  are  using  these  both  before  a  RIF  to 
try  to  avoid  them  but  we  are  also  using  them  after  a  RIF  in  order 
to  create  placement  opportunities. 

Ms.  Norton.  And,  of  course,  your  downsizing  is  very  different 
than  that  of  the  rest  of  the  government. 

Mr.  Sanders.  Yes. 

Ms.  Norton.  Because  the  fact  is  that  we  are  eliminating  the 
need,  and  demonstrably  so,  for  much  of  what  you  did.  Whereas,  in 
other  agencies,  we  are  going  at  what  are  called  efficiencies  without 
nearly  the  clarity  that,  for  example,  comes  from  closing  a  base.  So 
that,  while  I  regard  your  experience  as  absolutely  essential,  at  the 
same  time  I  recognize  that  there  are  critical  differences. 

Mr.  Sanders.  You  are  exactly  right. 
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Ms.  Norton.  You  indicated  less  than  3,000  involuntary  separa- 
tions with  70,000  who  took  one  or  another  form  of  your  program. 
Will  the  Defense  Department  involuntary  separations  increase  as 
you  get  toward  the  end  of  this  program?  Are  you  going  to  have  a 
kind  of  balloon  effect  at  the  end  or  do  you  see  this  as  accomplishing 
its  purpose  in  a  measured  way  year  by  year? 

Mr.  Sanders.  We  hope  for  the  latter.  We  have  tried  to,  as  best 
we  can — and  that  is  subject,  again,  to  decisions  by  0MB  and  the 
President  and  decisions  by  the  Congress — but  we  have  tried  to 
bring  down  the  Department's  civilian  workforce  at  a  fairly  even 
pace  between  now  and  fiscal  1997,  or  even  fiscal  1999,  which  is  the 
end  of  our  defense  planning  period,  hopefully  keeping  it  below  that 
threshold  that  would  allow  us  to  avoid  most  involuntary  separa- 
tions. 

Ms.  Norton.  Since  some  agencies  within  the  Defense  Depart- 
ment still  need  to  reduce  by  nearly  as  much  or,  for  that  matter, 
more  individuals  than  they  have  lost  with  all  of  their  buyout  efforts 
put  together,  and  the  rate  of  people  taking  the  buyouts  is  decreas- 
ing, how  do  you  expect  these  agencies  to  reach  their  targets  with- 
out forced  separations  through  RIFs? 

Mr.  Sanders.  Well,  again,  I  think  we  are  taking  two  swipes  at 
it.  If,  in  fact,  the  take  rate  declines  over  time,  and  that  may  be 
true,  all  that  means  is  that  people  will  not  leave  voluntarily  before 
aRIF. 

But,  remember,  again,  that  once  we  issue  RIF  notices  we  are  of- 
fering incentives  to  a  completely  different  group.  We  are  literally 
name  by  name  and  job  by  job  matching  people  up  in  surrounding 
installations  and  saying,  Fred  over  here  is  about  to  lose  his  job. 
Mary,  you  are  retirement  eligible  at  this  other  installation.  Will 
you  take  the  incentive  and  create  a  vacancy  for  him?  And,  in  fact, 
that  seems  to  be  working  well. 

So  while  the  initial  target  population  may  have  a  half-life,  if  you 
will,  the  law  of  diminishing  returns,  the  second  swipe  at  it,  the  ex- 
pansion of  the  offer  of  incentives  to  create  placement  opportunities, 
I  hope  that  the  diminishing  returns  there  is  lessened. 

Ms.  Norton.  Do  you  give  notice  beforehand  you  are  going  to 
have  to  do  RIFs  unless  there  are  more  buyouts?  Or  do  you  always 
do  the  RIF  when  you  get  to  that  point  and  then  look  to  match  up 
employees  with  jobs? 

Mr.  Sanders.  Again,  we  have  a  multiyear  approach.  This  idea  of 
force  shaping,  to  the  extent  we  can  identify  surplus  skills,  two  or 
three  years  out  we  will  offer  incentives  then.  But,  in  most  cir- 
cumstances, we  are  offering  the  incentives  when  we  know  that  a 
reduction  in  force  is  imminent. 

So  we  will  go  ahead  and  do  all  of  the  RIF  planning  associated 
with  that,  identifying  people  in  surplus  skill  categories,  et  cetera, 
offer  the  incentives,  and  Secretsiry  Aspin  has  said  we  will  offer  in- 
centives for  at  least  30  days  before  you  issue  RIF  notices  and  pref- 
erably 60. 

Once  those  offers  are  made  and  the  takers  leave,  we  issue  the 
RIF  notices  to  whoever  is  left.  If  we  get  enough  people  to  take  the 
incentives,  obviously,  we  do  not  issue  notices,  and  we  have  been 
able  to  achieve  that  in  many  places  in  the  Department. 
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Ms.  Norton.  But  if  it  had  to  do  the  RIFs,  that  would  be  after 
you  have  all  the  bumping  and  seniority  factors  that  kick  in? 

Mr.  Sanders.  No,  we  have  managed  to — in  those  cases,  for  exam- 
ple, where  we  have  enough  people  to  leave  before  we  issue  notices, 
we  have  avoided  all  the  bumping  and  retreating  associated  with  a 
RIF. 

Ms.  Norton.  I  know.  I  understand  that.  But  if  you  had  to  go  to 
RIFs,  you  would  not  get  nearly  the  rational  downsizing  that  I  take 
it  you  get  with  your  incentives.  Because  with  your  incentives  you 
target — with  RIFs  you  would  be  into  bumping  and  seniority,  wher- 
ever that  takes  you,  would  you  not? 

Mr.  Sanders.  That  is  correct.  Once  the  notices  are  issued,  we 
know  after  all  the  bumping  and  retreating  has  run  its  course  who 
is  actually  in  danger  of  being  fired.  And  those  are  the  people  we 
focus  on,  those  at  the  bottom  of  the  food  chain,  if  you  will,  in  terms 
of  identifying  placement  opportunities  for  them  in  the  commuting 
area. 

Ms.  Norton.  That  is  how  you  go  about  matching  up. 

Mr.  Sanders.  Yes. 

Ms.  Norton.  And  that  is  commendable.  But,  at  the  same  time, 
if,  in  fact,  you  were  not  able  to  match  up  the  RIFs  and  RIFs  be- 
came the  way  you  had  to  make  your  savings,  you  might  well  be  left 
with  a  quite  irrational  and  unbalanced  workforce  because  of  the 
way  RIFs  and  seniority  necessarily  works. 

Mr.  Sanders.  Yes. 

Ms.  Norton.  That  is  to  say,  by  that  single  factor  of  seniority 
rather  than  by  management  needs. 

Mr.  Sanders.  That  is  certainly  a  potential,  yes.  So  far,  we  have 
managed  to  avoid  it. 

And  particularly  one  of  the  positive  side  effects  of  this  has  been 
that  our  diversity  has  actually  kept  pace  with  the  drawdown,  and 
in  some  cases  has  even  improved,  in  large  part  because,  as  I  sug- 
gested earlier,  most  of  the  takers  are  predominantly  white  male. 

Ms.  Norton.  Yes,  I  noticed  that  in  your  testimony,  and  you  may 
be  having  a  salutary  effect  in  terms  of  retention  of  minorities  in 
this  way,  but  have  you  discussed  this,  the  very  proactive  ap- 
proaches you  are  using,  for  example,  of  matching  people  who  might 
otherwise  have  to  leave  with  people  who  would  not?  Have  you  dis- 
cussed this  with  0PM  or  other  agencies  as  a  way  to  proceed? 

Mr.  Sanders.  Yes,  we  have.  We  have  taken  the  position  in  DOD 
that  we  are  going  to  take  care  of  our  own.  And  I  know  other  agen- 
cies feel  the  same  way  and  I  suspect  would  be  interested  in  setting 
up  similar  programs  within  their  own  boundaries. 

Ms.  Norton.  The  energy  in  the  proactive  approach  of  DOD  may 
be  the  sine  qua  non  of  a  program  working,  and  I  commend  you  for 
the  way  in  which  you  have  understood  that  these  are  people  who 
are  also  in  the  service  of  their  country  and  they  should  not  be  vic- 
tims of  conversion. 

You  also  have  helped  this  committee  enormously  with  your  testi- 
mony because  it  gives  us  a  real-life  example  to  work  from.  Thank 
you  very  much. 

Just  a  second,  please.  Thank  you  very  much,  Mr.  Sanders. 

Mr.  Sanders.  Madam  Chair,  could  I  add  two  points  quickly,  as 
we  close? 
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Ms.  Norton.  Yes. 

Mr.  Sanders.  First  of  all,  from  a  practical  standpoint,  I  would 
urge — this  is  not  the  administration  talking;  this  is  just  old  me — 
I  would  urge  quick  passage  to  have  whatever  you  are  going  to  do 
simply  because  employees  are  waiting.  They  are  watching  and 
waiting,  and  they  are  literally  deferring  retirement  and  attrition 
decisions  while  they  watch.  And  that  mesms,  in  the  case  of  the  De- 
psirtment,  for  example,  involuntary  separation  numbers  go  up. 

Secondly,  if  there  is  anything  you  can  do  to  avoid  giving  employ- 
ees the  impression  that  they  are  going  to  get  a  better  deal.  I  gave 
you  the  example  we  had  at  Norfolk  where  the  rumor  spread 
throughout  the  base  that  employees  thought  we  would  up  the  ante. 
As  a  consequence,  we  ended  up  firing  60  more  employees  than  we 
needed  to  because  60  other  employees  took  back  their  acceptance 
of  the  incentive. 

So  if  there  is  a  way  you  can  communicate  that  to  employees,  too. 
Once  this  is  done,  this  is  it.  You  are  going  to  get  this  chance  and 
this  chance  only  and  let  us  get  on  with  it.  Otherwise,  the  tool  be- 
comes less  effective. 

Ms.  Norton.  I  think  those  are  important  words  of  caution.  And 
I  am  pleased  and  commend  the  administration  for  getting  its  bill 
over  here  right  away.  And  you  will  see  that  this  committee  has 
held  a  hearing  at  the  first  possible  opportunity.  And  let  me  say  for 
the  record  that  the  full  committee  will  hold  its  hearing  within  the 
next  few  days.  The  Senate  is  proceeding  on  the  same  fast  track, 
and  both  Houses  are  proceeding  with  strong  bipartisan  support. 

Mr.  Sanders.  I  commend  you  for  that.  That  is  exactly  what 
needs  to  be  done. 

Ms.  Norton.  So  I  think  we  are  sending  the  right  message  out. 

Thank  you  very  much,  Mr.  Sanders. 

There  is  another  vote.  I  will  be  right  back. 

[Recess.] 

STATEMENTS  OF  JOHN  N.  STURDIVAJVT,  PRESmENT,  AMER- 
ICAN FEDERATION  OF  GOVERNMENT  EMPLOYEES;  SUSAN 
SHAW,  ASSISTANT  DIRECTOR  OF  LEGISLATION,  NATIONAL 
TREASURY  EMPLOYEES  UNION;  H.  STEPHAN  GORDON,  GEN- 
ERAL COUNSEL,  NATIONAL  FEDERATION  OF  FEDERAL  EM- 
PLOYEES; DENNIS  ROTH,  EASTERN  AREA  FEDERAL  VICE- 
PRESIDENT,  INTERNATIONAL  FEDERATION  OF  PROFES- 
SIONAL AND  TECHNICAL  ENGINEERS;  AND  CHRIS  SULLIVAN, 
LEGISLATIVE  DIRECTOR,  NATIONAL  ASSOCIATION  OF  GOV- 
ERNMENT EMPLOYEES 

Ms.  Norton.  I  am  very  pleased  to  welcome  the  next  panel  of  wit- 
nesses and  want  to  proceed  without  calling  out  their  names  one  by 
one,  with  Mr.  John  Sturdivant,  President  of  the  American  Federa- 
tion of  Government  Employees. 

Mr.  Sturdivant.  Thank  you,  Chairwoman  Norton.  Thank  you  for 
the  opportunity  to  testify. 

I  am  the  National  President  of  the  American  Federation  of  Gov- 
ernment Employees,  the  AFL-CIO,  and  on  behalf  of  more  than 
700,000  Federal  and  District  of  Columbia  employees  our  union  rep- 
resents, I  thank  you  for  the  opportunity. 
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Reducing  Federal  employment  levels  while  at  the  same  time  im- 
proving service  to  the  public  will  be  a  difficult  task,  but  we  believe 
that  the  proposals  under  consideration  today  reflect  the  philosophy 
which  has  animated  the  administration's  reinventing  government 
initiative  and  to  that  end  we  support  them.  And,  in  fact,  the  rec- 
ommendations, for  the  most  part,  track  recommendations  that 
AFGE  made  to  the  administration  early  on,  in  what  we  called  our 
management  reduction  incentive. 

AFGE  considers  the  proposed  early  retirement/separation  for- 
mula proposed  by  the  administration  to  be  fair  but  incomplete.  In 
particular,  two  items  are  missing  from  the  proposals.  AFGE  be- 
lieves few  Federal  employees  will  be  interested  in  taking  the  risk 
of  leaving  their  jobs  voluntarily  without  the  protection  of  continued 
health  insurance  coverage,  and  the  President  himself  has  empha- 
sized numerous  times  that  one  of  the  failures  of  the  current  health- 
care system  is  the  fear  of  losing  coverage,  which  ties  workers  to 
jobs  that  they  would  otherwise  leave. 

Thus,  eligibility  for  continued  coverage  under  FEHBP  as  well  as 
continuation  of  the  government's  contribution  to  the  premium 
should  continue  for  18  months  in  cases  where  Federal  employees 
resign  their  positions  voluntarily  and  do  not  meet  the  current  con- 
ditions for  annuitant  coverage. 

The  second  shortcoming  of  the  proposed  legislation  in  AFGE's 
view  is  that  agency  management  would  have  the  sole  authority  to 
decide  which  groups  of  employees  would  be  eligible  for  the  separa- 
tion incentives.  Which  areas  of  an  agency's  operations  can  afford  to 
lose  employees  seems  to  be  exactly  the  type  of  issue  that  the  newly 
created  National  Partnership  Council  should  help  decide. 

We  understand  the  foundation  of  the  partnership  program  to  be 
the  administration's  recognition  that  the  knowledge  and  experience 
of  front-line  workers  are  valuable  in  making  precisely  these  types 
of  decisions.  AFGE  believes  the  perspective  of  workers  is  invaluable 
in  identifying  areas  of  the  government  where  service  can  be  im- 
proved despite  job  cuts  or  at  least  where  the  smallest  detrimental 
effects  to  policies  and  programs  would  result. 

We  also  think  that  it  would  not  look  very  well  to  Federal  workers 
if  the  very  first  implementation  of  the  reinventing  government  pol- 
icy, that  of  eliminating  over  252,000  jobs,  is  accomplished  at  the 
sole  discretion  of  agency  management.  One  of  the  primary  goals  of 
President  Clinton's  effort  to  reinvent  government  is  the  shrinking 
of  supervisory  to  nonsupervisory  ratios.  The  President  wants  a 
greater  than  50  percent  reduction  in  this  ratio  from  the  current  7 
to  1  to  15  to  1  so  that  it  more  closely  resembles  that  of  large  pri- 
vate-sector firms. 

There  is  broad  agreement  that  several  layers  of  middle  manage- 
ment need  to  be  eliminated  if  the  Federal  Government  is  to  ap- 
proach the  model  of  lean,  mean  entrepreneurial  operation,  and, 
with  your  permission,  I  would  like  to  revise  my  remarks.  I  don't 
want  the  government  to  be  mean,  I  want  the  government  to  be  re- 
sponsive, effective  and  efficient. 

AFGE  believes  that  the  buyouts  should  be  considered  first  and 
foremost  as  a  means  to  reduce  unnecessary  layers  of  management. 

Our  last  criticism  of  the  proposed  legislation  concerns  a  formula 
for  the  early  retirement  voluntary  separation.  Again,  we  believe 
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this  is  a  proper  subject  for  collective  bargaining  or  for  consideration 
by  the  partnership  council.  Either  way,  we  see  potential  for  prob- 
lems because  the  proposal  specifies  the  government  would  pay  the 
lesser  of  $25,000  or  the  amount  the  employee  would  be  paid  in  sev- 
erance pay  if  he  or  she  were  eligible  for  severance  pay. 

We  base  our  objection  partly  on  the  fact  we  see  this  bill  as  a  first 
step  in  the  administration's  effort  to  streamline  government  by  re- 
ducing the  ranks  of  middle  management,  and  I  want  to  commend 
you  for  your  comments  to  the  individuals  from  OPM  to  try  to  get 
a  little  more  specific  in  that  direction  if  we  are  going  to  meet  these 
reinventing  government  goals. 

Eligible  workers  will  consider  the  buyout  option  with  the  knowl- 
edge that  the  administration  has  pledged  to  eliminate  more  than 
250,000  Federal  jobs.  Inevitably,  those  whose  severance  pay  would 
exceed  $25,000  if  they  were  to  lose  their  jobs  would  consider  it  ad- 
vantageous to  let  the  buyout  opportunity  pass  in  favor  of  a  chance 
to  get  RIF'd. 

In  order  to  forestall  this  gaming  of  the  system,  we  believe  that 
it  might  be  wise  to  replace  the  ceiling  of  $25,000  with  the  percent- 
age of  final  salaries,  such  as  50  percent,  not  to  exceed  the  value 
of  the  severance  package  for  which  the  employee  would  be  eligible 
under  other  circumstances. 

AFGE  believes  that  with  these  adjustments  the  early  retirement 
voluntary/separation  program  will  be  highly  successful.  The  ap- 
proach adopted  by  the  administration  in  this  legislation  is  evidence 
that  it  plans  to  keep  its  promise  to  minimize  economic  disruption 
for  individuals  as  it  goes  forward  with  its  plans  to  reinvent  govern- 
ment. 

I  would  also  like  to  introduce  an  issue  related  to  overall  reduc- 
tions in  the  Federal  Government,  including  both  DOD  and  civilian 
agencies.  This  is  the  need  to  have  open,  mandatory  placement  for 
all  displaced  employees  into  vacancies  in  all  agencies.  In  other 
words,  AFGE  supports  a  mandatory  placement  system  that  re- 
quires all  government  agencies  to  hire  qualified  employees  being 
displaced  from  other  agencies. 

'Hiis  overall  government  placement  system  would  provide  sub- 
stantial savings  by  reducing  severance  pay,  unemployment  insur- 
ance, training  costs,  moving  costs  and  other  related  costs.  The  com- 
bination of  DOD  base  closures  and  civilian  agency  reductions  has 
reached  the  point  that  requires  mandatory  placement  of  displaced 
employees  in  every  agency.  AFGE  supports  implementation  of  this 
type  of  government-wide  placement  system,  and  we  need  to  move 
quickly  in  this  direction  and  use  all  available  technology  for  this 
purpose. 

This  concludes  my  testimony.  Madam  Chair,  and  if  you  have  any 
questions,  I  will  be  happy  to  try  to  respond. 

Ms.  Norton.  Thank  you,  very  much,  Mr.  Sturdivant. 

[The  prepared  statement  of  Mr.  Sturdivant  follows:] 

Prepared  Statement  of  John  N.  Sturdivant,  President,  American  Federation 
OF  Government  Employees 

Chairwoman  Norton,  Chairman  McCloskey,  and  members  of  the  Subcommittees: 
My  name  is  John  Sturdivant,  and  I  am  the  National  President  of  the  American  Fed- 
eration of  Government  Employees,  AFL-CIO.  On  behalf  of  the  more  than  700,000 
federal  and  District  of  Columbia  employees  our  union  represents,  I  thank  you  for 
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the  opportunity  to  testify  today.  Reducing  the  federal  employment  levels  while  at 
the  same  time  improving  service  to  the  public  will  be  a  difficvilt  task.  We  believe 
that  the  proposals  under  consideration  today  reflect  the  philosophy  which  has  ani- 
mated the  administration's  reinventing  government  initiative,  and  to  that  end,  we 
support  them. 

The  proposed  legislation  addresses  two  aspects  of  the  problem  of  how  to  reinvent 
government  so  that  fewer,  but  more  empowered  and  highly  skilled  federal  employ- 
ees will  be  able  to  perform  the  work  of  tiie  federal  government  in  the  most  efficient 
and  effective  way.  AFGE  appreciates  that  the  administration's  approach  is  consist- 
ent with  its  pledge  to  use  outright  "reductions  in  force"  (RIFs)  as  a  last  resort  to 
reducing  the  size  of  the  federal  workforce.  Instead,  they  propose  to  offer  positive, 
early  retirement  incentives  to  encourage  federal  employees  to  leave  their  jobs  volun- 
tariW. 

AFGE  considers  the  proposed  early  retirement/separation  formula  proposed  by  the 
administration  to  be  fair  out  incomplete.  It  closely  resembles  the  buyout  program 
passed  last  year  for  employees  of  the  Department  of  Defense  whose  jobs  were  elimi- 
nated through  post-Cold  War  defense  downsizing.  But  from  the  perspective  of  effec- 
tiveness in  tai^eting  particular  groups  of  federal  employees,  we  believe  that  some 
adjustments  will  be  necessary. 

In  particular,  two  items  are  missing  from  the  administration's  proposals  which 
are  crucial  to  both  the  programs's  success  and  its  overall  fairness.  AFGE  believes 
that  few  federal  employees  will  be  interested  in  taking  the  risks  of  leaving  their  jobs 
voluntarily  without  the  protection  of  continued  health  insurance  coverage.  Together 
with  the  cash  incentives,  the  option  of  continued  coverage  under  the  Federal  Em- 
ployees Health  Benefits  Program  (FEHBP)  would  give  federsd  employees  considering 
the  buyout  option  an  impnirtant  measure  of  economic  security  as  looked  for  new  em- 
ployment. The  President  has  emphasized  numerous  times  that  one  of  the  failures 
of  the  current  health  care  system  is  that  fear  of  losing  coverage  ties  workers  to  jobs 
they  would  otherwise  leave. 

Private  sector  workers  who  lose  their  jobs  through  reasons  other  than  "just  cause" 
have  access  to  continued  coverage  under  their  employer's  policies  for  up  to  eighteen 
months  under  the  COBRA  law.  Federal  employees  who  take  the  early  retirement 
option  will  continue  their  ehgibility  for  FEHBP  coverage  as  annuitants,  as  long  as 
their  previous  enrollment  included[^  the  last  five  consecutive  years  of  emplojrment. 
But  those  who  do  not  meet  the  current  eligibility  requirements  for  annuitants,  ei- 
ther by  virtue  of  inadequate  length  of  service  or  inadequate  length  of  enrollment, 
wiU  need  continued  access  to  health  insurance  as  part  of  the  separation  incentive. 
AFGE  believes  that  eligibility  for  continued  coverage  under  FEHBP,  as  well  as  con- 
tinuation of  the  government's  contribution  to  the  premium,  shoiild  continue  for 
eighteen  months  in  cases  where  federal  employees  resign  their  positions  voluntarily 
and  do  not  meet  the  current  conditions  for  annuitant  coverage. 

The  second  shortcoming  of  the  proposed  legislation  in  AFGE's  view,  is  that  agency 
management  would  have  the  sole  authority  to  decide  which  groups  of  employees  will 
be  eligible  for  separation  incentives.  Which  areas  of  an  agency's  operations  can  af- 
ford to  lose  employees  seems  to  be  exactly  the  type  of  issue  the  newly  created  part- 
nership councils  should  decide.  We  understand  the  foundation  of  the  partnership 
program  to  be  management's  recognition  that  the  knowledge  and  experience  of 
front-line  workers  are  valuable  in  making  precisely  this  type  of  decision.  AFGE  be- 
lieves that  the  perspective  of  workers  is  invaluable  in  identifying  areas  of  govern- 
ment where  service  can  be  improved  despite  job  cuts,  or  at  least  where  the  smallest 
detrimental  effects  to  policies  and  programs  would  result. 

The  administration  has  stated  repeatedly  that  it  understands  federal  workers 
may  be  skeptical  and  even  suspicious  of  the  type  of  fundamental  change  it  envisions 
if  workers  feel  as  though  they  are  "targets"  of  change  rather  than  the  "agents"  of 
change.  Federal  workers  on  the  front-hnes  will  not  be  supportive  of  reinventing  gov- 
ernment if  they  sense  that  management  views  them  as  the  problem  to  be  solved. 
The  recommendation  which  issued  from  Vice  President  Gore's  National  Performance 
Review  include  specific  promises  to  involve  front-line  workers,  through  both  partner- 
ship councils  and  the  collective  bargaining  process,  in  crafting  solutions  to  govern- 
ment's operational  problems. 

In  this  context,  one  should  consider  how  it  will  look  to  federal  workers  if  the  very 
first  implementation  of  the  reinventing  government  policy — that  of  eliminating  over 
250,000  jobs — is  accomplished  at  the  sole  discretion  of  agency  management. 

Putting  the  decision  of  who  wiU  be  eligible  for  the  buyouts  before  joint  labor-man- 
agement partnership  councils  is  not  merely  a  matter  of  courtesy.  AFGE  does  not 
view  partnership  councils  as  workers'  opportunity  to  be  "informed"  or  "consulted." 
We  know,  and  we  hope  that  the  administration  believes,  that  worker  input  will  have 
enormous  practical  value. 
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Some  federal  employees  view  the  buyout  offers  as  a  wonderful  opportunity:  a  fi- 
nancial windfall,  a  chance  to  pursue  a  new  career,  an  opportunity  to  begin  retire- 
ment while  still  in  good  health,  etc.  Others  are  threatened  and  fear  for  the  loss  of 
a  job  they  want  dearly  to  keep.  Still  others  will  resent  the  elimination  of  jobs  in 
their  office,  region,  agency,  or  program;  on  the  grounds  that  their  experience  argues 
for  staffing  increases,  and  that  their  personal  workloads  may  increase  to  insupport- 

AU  of  these  views  may  be  right.  Who  receives  buyout  offers,  or  who  gets  stuck 
with  buyouts,  is  a  very  difficult  question.  It's  the  type  of  question  AFGE  considers 
too  important  to  be  left  to  management  alone.  A  case  in  point  is  the  policy  adopted 
by  management  at  the  Library  of  Congress:  the  first  250  employees  in  hne  tomor- 
row, Thursday,  October  14,  will  get  the  buyouts.  Their  separations  will  be  effective 
immediately.  No  consideration  will  be  given  to  the  actual  operational  needs  of  the 
organization  in  allocation  of  the  buyouts.  Just:  first  come,  first  served. 

Thus,  a  further  difficulty  with  allowing  management  sole  authority  over  which 
groups  wiU  be  offered  the  buyout  options  is  that  it  may  conflict  with  one  of  the  pri- 
mary goals  of  President  Clinton's  effort  to  reinvent  government:  the  shrinking  of  su- 
pervisory/non-supervisory ratios.  The  President  wants  a  greater  than  50  percent  re- 
duction in  this  ratio,  fi-om  the  current  7:1  to  15:1  so  that  it  more  closely  resembles 
that  of  large  private  sector  firms. 

This  is  an  issue  AFGE  brought  to  the  administration's  attention  repeatedly,  both 
during  the  budget  debate  and  during  the  National  Performance  Review.  There  is 
broad  agreement  that  several  layers  of  middle  management  need  to  be  eliminated 
if  the  federal  government  is  to  approach  the  model  of  lean,  mean,  entrepreneurial 
operation.  AFGE  believes  that  the  buyouts  should  be  considered,  first  and  foremost, 
a  means  to  reduce  unnecessary  layers  of  management.  And  we  support  doing  so  in 
the  most  efficient  and  humane  manner  possible. 

Our  last  criticism  of  the  proposed  legislation  concerns  the  formula  for  the  early 
retirement/voluntary  separation.  Again,  we  believe  that  this  is  a  proper  subject  for 
collective  bargaining  or  the  partnership  councils.  Either  way,  we  see  potential  for 
problems  because  the  proposal  specifies  that  the  government  will  pay  the  lesser  of 
$25,000  or  the  amount  the  employee  would  be  paid  in  severance  pay,  if  he  or  she 
were  eligible  for  severance  pay. 

Again,  we  base  our  objection  partly  on  the  fact  that  we  see  this  bill  as  the  first 
step  in  the  administration's  effort  to  streamline  government  by  reducing  the  ranks 
of  middle  management.  Eligible  workers  will  consider  the  buyout  option  with  the 
knowledge  that  the  administration  has  pledged  to  eliminate  more  than  250,000  fed- 
eral jobs.  Inevitably,  those  whose  severance  pay  would  exceed  $25,000  if  they  were 
to  lose  their  jobs  would  consider  it  advantageous  to  let  the  buyout  opportunity  pass 
in  favor  of  a  chance  to  get  RIFed. 

In  order  to  forestall  this  "gaming^'  of  the  system,  we  believe  that  it  might  be  wise 
to  replace  the  ceiling  of  $25,000  with  a  percentage  of  final  salary,  such  as  50  per- 
cent, not  to  exceed  the  value  of  the  severance  package  for  which  the  employee  would 
be  eligible  under  other  circvimstances. 

AFGE  believes  that  with  these  adjustments,  the  early  retirement/voluntary  res- 
ignation program  will  be  highly  successful.  The  approach  adopted  by  the  adniinis- 
tration  in  this  legislation  is  evidence  that  it  plans  to  keep  its  promise  to  minimize 
economic  disruption  for  individuals  as  it  goes  forward  with  its  plans  to  reinvent  gov- 
ernment. 

AFGE  also  supports  the  portion  of  the  legislation  designed  to  expand  opportuni- 
ties for  all  federal  employees  to  receive  the  training  they  need  to  meet  the  chal- 
lenges of  a  restructure  federal  workplace.  We  have  been  enthusiastic  supporters  of 
the  administration's  goals  of  treating  front-line  federal  employees  as  partners  in  this 
mission.  But  to  take  on  the  added  responsibilities  which  true  partnership  will  entail, 
workers  will  need  access  to  continual  training  to  upgrade  skills  and/or  learn  the  new 
skills  that  evolving  technology  and  the  new  organization  of  work  will  require. 

I  wouJd  like  to  also  introduce  an  issue  related  to  overall  reductions  in  the  Federal 
Government,  including  both  DoD  and  civilian  agencies.  This  is  the  need  to  have 
open,  mandatory  placement  for  all  displaced  employees  into  vacancies  in  all  agen- 
cies. In  other  words,  AFGE  supports  a  mandatory  placement  system  that  requires 
all  government  agencies  to  hire  qualified  employees  being  displaced  from  other 
agencies.  This  overall  government  placement  system  would  provide  substantial  sav- 
ings by  reducing  severance  pay,  unemployment  insurance,  training  costs,  moving 
costs,  and  other  related  costs.  The  combination  of  DoD  base  closures  and  civilian 
agency  reductions  has  reached  the  point  that  requires  mandatory  placement  of  dis- 
placed employees  in  every  agency.  AFGE  supports  implementation  of  this  type  of 
government-wide  placement  system  and  we  need  to  move  quickly  in  this  direction 
and  use  all  available  technology  for  this  purpose. 
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This  concludes  my  testimony.  If  you  have  any  questions,  I  will  be  happy  to  re- 
spond. 

Ms.  Norton.  We  will  hear  next  from  Ms.  Susan  Shaw,  Assistant 
Director  of  Legislation,  National  Treasury  Employees  Union. 

Ms.  Susan  Shaw.  Thank  you.  Madam  Chairwoman.  I  will  briefly 
summarize  our  written  testimony. 

H.R.  3218  represents  a  humane  alternative  to  reductions  in  force 
as  a  way  to  achieve  staff  reductions  in  the  Federal  Grovemment. 
We  are  quite  supportive  of  the  Federsd  Workforce  Restructuring 
Act.  However,  we  also  have  several  suggestions  for  improving  the 
legislation. 

As  was  pointed  out  earlier  today  in  questioning  of  0PM,  we  are 
concerned  about  Federal  agencies  receiving  guidance  so  that  they 
structure  their  early-out  program  so  that  the  manager-to-employee 
ratio  is  not  identical  following  the  conclusion  of  this  early-out  proc- 
ess. Our  own  analysis,  some  work  that  we  have  done,  has  shown 
that  if  the  Federal  Cjovemment  were  to  adopt  a  manager-to-em- 
ployee ratio  of  even  1  to  11,  approximately  200,000  management 
positions  could  be  eliminated  over  the  next  couple  of  years. 

We  would  also  like  to  see  an  18-month  continuation  of  employer 
premiums  towards  health  benefit  coverage  for  employees  taking 
early  outs.  We  think  this  will  spur  a  greater  participation  in  the 
early-out  effort.  Certainly  the  administration  has  been  quite  elo- 
quent in  recent  days  about  how  employees  fear  losing  their  health 
insurance  in  leaving  their  jobs.  This  would  be  an  important  im- 
provement in  the  legislation. 

We  would  also  like  to  see  the  early-out  and  separation  incentive 
program  extended  into  the  first  quarter  of  fiscal  year  1995.  We  are 
quite  concerned  that  by  the  time  agencies  have  their  early-out  pro- 
grams in  place,  a  sizable  portion  of  the  current  fiscal  year  will  have 
elapsed,  and  once  the  bulk  of  an  employee's  salary  has  been  paid, 
the  agency  is  going  to  be  presented  with  a  financial  predicament 
if  they  wish  to  offer  separation  incentives  to  these  employees.  It 
might  make  sense  to  allow  agencies  to  continue  to  offer  these  in- 
centives into  the  first  quarter  of  fiscal  1995. 

We  also  want  to  point  out  that  we  are  particularly  supportive  of 
provisions  in  the  legislation  to  revamp  Federal  training  programs. 

That  concludes  my  oral  remarks.  I  would  be  happy  to  answer  any 
questions  as  well.  Thank  you. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Shaw. 

[The  prepared  statement  of  Mr.  Robert  M.  Tobias  follows:] 

Prepared  Statement  of  Robert  M.  Tobias,  National  President  of  the 
National  Treasury  Employees  Union  (NTEU) 

I  am  Robert  M.  Tobias,  National  President  of  the  National  Treasury  Employee 
Union  (NTEU).  On  behalf  of  the  150,000  federal  workers  represented  by  NTEU,  I 
want  to  thank  you  for  scheduling  this  hearing  today  on  H.R.  3218,  The  Federal 
Workforce  Restructuring  Act  of  1993. 

H.R.  3218  authorizes  a  one-time  government- wide,  early  retirement  program  cou- 
pled with  separation  incentives.  Early  retirement  woxild  be  available  to  workers  who 
have  20  years  of  federal  service  at  age  50  or  25  years  of  service  at  any  age.  Further- 
more, the  legislation  will  authorize  agencies  to  offer  separation  incentives  of  up  to 
$25,000  to  employees  who  voluntarily  leave  their  positions.  In  keeping  with  the  Na- 
tional Performance  Review's  (NPR)  recommendation  that  the  federal  work  force  be 
reduced  by  250,000,  the  legislation  would  help  accelerate  a  reduction  in  employment 
levels  across  the  federal  government  through  the  use  of  attrition,  early  retirements 
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and  cash  incentives.  Furthermore,  the  legislation  proposes  a  needed  overhaul  and 
renewed  commitment  to  government  training  programs. 

The  early  retirement  option  is  an  important  and  popular  idea  with  federail  work- 
ers. NTEU  applauds  the  Administration  for  adopting  this  accepted  private  sector 
practice  of  offering  incentives  to  encourage  employees  to  voluntarily  leave  payrolls 
when  work  force  reductions  are  imminent.  NTEU's  goal  in  any  downsizing  is  to 
make  involuntary  separations  unnecessary.  This  legislation  represents  a  humane 
and  viable  alternative  to  reductions  in  force  as  a  means  of  achieving  staff  reduc- 
tions. 

It  also  represents  an  excellent  tool  for  addressing  the  NPR's  well-founded  concern 
that  the  manager  to  employee  ratio  in  the  federal  government  is  excessive.  In  focus- 
ing on  how  the  government  should  work,  the  NPR  criticized  the  government's  man- 
ager to  employee  ratio  which,  depending  upon  the  agency,  is  somewhere  between 
5  and  7  employees  to  each  federal  manager.  Reducing  the  layers  of  management 
alone  will  move  us  closer  to  the  NPR's  go^  of  streamlining  the  federal  government. 
Private  sector  ratios  are  more  normally  in  the  range  of  1  manager  to  each  15  em- 
ployees. If  the  federal  government  were  to  adopt  a  manager  to  employee  ration  of 
even  1  to  11,  approximately  200,000  management  positions  could  be  eliminated  over 
the  next  few  years. 

While  NTEU  is  generally  supportive  of  H.R.  3218,  there  are  several  recommenda- 
tions for  improvements  we  would  like  to  suggest.  As  part  of  the  Department  of  De- 
fense (DOD)  Authorization  legislation,  early  out  and  separation  bonus  authority 
similar  to  that  contained  in  the  legislation  under  consideration  today  was  offered 
to  workers  in  DOD.  One  provision  of  particular  interest  in  the  DOD  legislation  was 
its  requirement  that  the  government  continue  to  pay  the  employer  share  of  Federal 
Employees  Health  benefits  (FEHB)  premiums  for  DOD  employees  who  were  invol- 
untarily separated.  Where  layoffs  occurred,  the  government  continued  to  pay  its 
share  of  health  premiums  for  18  months.  We  are  now  faced  with  a  broad  downsizing 
effort  involving  federal  workers  in  every  part  of  the  Nation  and  from  every  federal 
agency.  As  this  Administration  has  stated  so  eloquently  in  recent  days,  one  of  the 
largest  fears  an  employee  faces  when  deciding  to  leave  his  or  her  job  is  the  avail- 
ability of  continued  health  insurance  benefits.  I  recommend  that  the  Post  Office 
Committee  consider  an  18  month  continuation  of  employer  health  benefit  premiums 
for  individuals  leaving  federal  service  as  a  result  of  the  current  downsizing  effort. 
By  continuing  healUi  Benefit  coverage  for  employees  voluntarily  leaving  their  jobs, 
yet  not  eUgible  for  retirement  and  continued  FEHB  coverage,  we  can  accomplish  two 
important  goals. 

First,  we  will  not  add  to  the  growing  number  of  individuals  in  this  country  who 
have  no  health  insurance  protection  because  they  are  either  ineligible  or  unable  to 
gifford  its  costs.  Secondly,  if  we  are  serious  about  reducing  the  size  of  the  federal 
work  force,  providing  a  short  18  months  of  continued  employer  preniiums  for  health 
insurance  can  only  serve  to  spur  even  greater  interest  and  participation  in  the  ef- 
fort. Individuals  who  might  otherwise  take  advantage  of  this  early  out/separation 
incentive  program  may  b^  frightened  off  by  the  very  real  fear  that  they  will  be  un- 
able to  obtain  or  afford  health  insurance  on  their  own.  Providing  a  health  care  safe- 
ty net  for  these  workers  is  a  rational  and  fair  consideration  that  I  urge  this  body 
to  review  in  the  context  of  this  legislation. 

This  measure  also  provides  for  early  outs  and  separation  incentives  to  sunset  at 
the  end  of  Fiscal  Year  1994.  The  Administration  presented  this  proposal  to  Congress 
on  October  1  and  under  the  best  of  circumstances,  agencies  are  unlikely  to  have  pro- 
grams in  place  to  make  early  out  offers  to  their  workers  much  before  the  beginning 
of  December.  It  is  in  each  individual  agency's  interest  to  make  separation  incentives 
available  to  its  employees  as  early  in  the  Fiscal  Year  as  possible.  Once  the  bulk  of 
an  employee's  salary  for  the  year  has  been  paid,  the  agency  will  be  presented  with 
a  financial  burden  if  it  wants  to  offer  its  employees  separation  incentives.  For  this 
reason,  I  would  recommend  that  the  provisions  of  this  legislation  continue  to  be 
available  through  the  first  quarter  of  Fiscal  Year  1995.  Agencies  that  are  unable 
to  take  advantage  of  the  early  months  of  the  current  Fiscal  Year  and  offer  separa- 
tion incentives  to  the  maximum  number  of  eligible  workers,  will  have  another  op- 
portunity to  downsize  while  it  is  in  their  budgetary  interests  at  the  beginning  of  the 
new  Fiscal  Year. 

We  also  hope  that  the  consequences  of  this  early  out  proposal  will  not  be  an  esca- 
lation of  the  contracting  out  of  government  services.  The  legislation  requires  that 
emplojTTient  ceilings  be  lowered  by  one  full  time  equivalent  position  for  each  two 
employees  who  receive  separation  incentives.  In  the  past,  reductions  in  federal  em- 
plojrment  levels  have  created  incentives  for  agencies  to  contract  out  work  in  order 
to  accomplish  their  missions  while  keeping  payrolls  artificially  low.  Frequently,  con- 
tracted out  work  has  resulted  in  cost  overruns  and  a  reduction  in  the  quality  of 
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work  performed.  Fxirthermore,  the  use  of  contracting  out  to  circumvent  employment 
ceilings  would  eliminate  any  cost  savings  this  proposal  may  achieve. 

We  would  also  ask  that  the  Post  Office  and  Civil  Service  Committee  again  con- 
sider H.R.  1034  as  it  reviews  methods  for  downsizing  the  government.  This  measure 
would  extend  20  year  retirement  benefits  to  specific  Customs  and  Internal  Revenue 
Service  (IRS)  employees  whose  positions  are  hazardous  and  physically  taxing.  These 
positions  include  the  Inspectors  and  Canine  Officers  of  the  Customs  Service  who 
protect  U.S.  borders  and  Revenue  Officers  with  the  IRS  who  collect  federal  reve- 
nues. With  continuing  terrorism  and  drug  smuggUng  activities  and  the  threats  and 
potential  for  assault  associated  with  revenue  collection,  it  is  more  important  than 
ever  that  we  employ  a  work  force  capable  of  meeting  these  challenges.  In  the  102nd 
Congress,  similar  legislation  attracted  300  cosponsors.  As  the  Committee  examines 
the  best  methods  for  accompUshing  downsizing  through  attrition,  we  urge  attention 
to  this  legislative  proposal.  AlloMnng  20  year  retirement  for  those  employees  who  oc- 
cupy positions  where  the  public's  interest  is  best  served  by  employing  a  young  and 
vigorous  work  force  makes  more  sense  than  ever  in  the  current  climate. 

NTEU  is  particularly  supportive  of  provisions  in  H.R.  3218  to  revamp  federal 
training  procedures.  Current  restrictions  dictate  that  any  training  received  by  an 
employee  be  related  to  that  employee's  official  duties  and  position.  As  the  NPR  so 
aptly  pointed  out,  this  effectively  ensiires  that  a  secretary  with  the  IRS,  for  exam- 
ple, never  receives  a  chance  to  become  a  paralegal.  Rules  such  as  this  keep  federal 
workers  single-skilled  in  our  multi-skilled  world.  Moreover,  encouraging  training 
programs  that  allow  employees  to  acquire  skills  unrelated  to  their  present  positions 
will  better  prepare  the  federal  work  force  for  changing  times.  By  linking  training 
to  an  agency's  overall  mission,  employees  will  have  the  skills  they  need  and  will  be 
empowered  to  better  solve  problems  and  make  decisions. 

Successfiil  private  corporations  have  long  realized  that  the  most  important  task 
in  a  worker's  career  is  to  continue  learning  and  appljang  the  new  knowledge  to  the 
challenges  at  hand.  Ongoing  training  is  essential  for  any  organization  to  work  well. 
Many  large  corporations  with  successful  training  operations  place  their  training  ex- 
ecutive at  the  very  highest  levels  of  the  organization.  This  effectively  communicates 
their  commitment  to  continuing  education. 

In  federal  agencies,  managers  respK)nsible  for  training  efforts  are  rarely  found  in 
the  top  hierarchy.  Furthermore,  when  funding  becomes  tight,  the  training  budget 
is  often  the  first  expense  to  be  eliminated.  Pnvate  firms  usually  allocate  three  to 
five  percent  of  their  budgets  for  training,  retraining  and  upgrading  skills;  the  fed- 
eral government  typically  spends  less  than  one  percent.  While  leading  corporate  ex- 
ecutives view  training  as  an  investment  in  the  future,  to  federal  managers,  training 
is  often  little  more  than  a  cost  that  can  be  ignored.  Provisions  contained  in  H.R. 
3218  are  a  step  in  the  direction  of  changing  this  practice. 

NTEU  has  developed  just  such  a  cutting  edge  training  program  with  the  IRS. 
Called  "IRS  University",  the  training  program  is  patterned  after  successful  private 
industry  efforts  and  is  expected  to  be  fiilly  implemented  within  the  next  year.  The 
goal  of  the  IRS  University  is  to  give  employees  the  tools  and  knowledge  Uiey  need 
to  continue  to  build  a  quality  IRS  into  the  next  century.  Under  this  initiative,  both 
employee  and  manager  workplace  skills  will  be  assessed  and  skiU  development 
courses  will  be  estabUshed.  Program  objectives  include  training  a  resident  IRS  fac- 
ulty made  up  of  employees  willing  to  make  a  one  to  three  year  commitment  to  the 
training  effort.  Too,  ongoing  skills  assessments  will  pinpoint  specific  needs  and  in- 
svire  that  the  right  employee  gets  the  right  training  at  the  right  time.  The  IRS  has 
committed  to  both  allocate  and  protect  a  fiill  two  percent  of  salary  for  training.  This 
commitment  doubles  the  current  IRS  training  budget  and  takes  steps  to  insure  that 
the  funding  is  not  lost  to  budget  cuts  as  has  happened  in  prior  years.  In  addition, 
under  this  plan,  the  IRS  womd  elevate  its  Director  of  Training  to  the  position  of 
Assistant  Commissioner  for  Training,  again  sending  a  signal  that  training  is  an  in- 
tegral part  of  IRS  operations.  We  look  forward  to  continuing  to  work  with  the  IRS 
on  this  effort  and  suggest  that  IRS  University  may  provide  a  blueprint  for  other 
agencies  to  follow  in  upgrading  their  training  programs. 

In  conclusion,  NTEU  appreciates  the  swiftness  with  which  the  Compensation  and 
Employee  Benefits  and  the  Civil  Service  Subcommittees  have  scheduled  hearings  on 
this  important  legislation.  Your  continuing  commitment  to  the  Nation's  federal  work 
force  is  appreciated.  Thank  you  for  your  efforts. 

Ms.  Norton.  Going  next  to  Mr.  H.  Stephan  Grordon,  Greneral 
Counsel,  National  Federation  of  Federal  Employees. 

Mr.  GrORDON.  Madam  Chair,  I  have  carefully  listened  to  the  testi- 
mony presented  today  and  particularly  to  the  very  cogent  questions 
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and  comments  of  the  Chair.  To  read  the  statement  which  we  have 
already  submitted  to  the  committee  would  add  nothing  to  the  is- 
sues and  would  be  repetitive,  indeed. 

Therefore,  Madam  Chair,  especially  listening  to  my  colleagues 
also,  I  wish  to  thank  the  Chair  and  the  committee  for  the  leader- 
ship in  protecting  Federal  employees  during  the  coming  downsizing 
processes,  and  I  look  forward  to  continuing  to  work  with  the  com- 
mittee toward  swift  enactment  of  a  very  constructive  bill. 

And  I  will  be  very  happy  to  answer  any  questions,  Madam  Chair, 
but  for  the  sake  of  the  committee's  time  I  will  stop  here. 

Ms.  Norton.  Very  much  appreciate  your  consideration,  Mr.  Gror- 
don. 

[The  prepared  statement  of  Mr.  Gordon  follows:] 

Prepared  Statement  of  H.  Stephan  Gordon,  General  Counsel,  National 
Federation  of  Federal  Employees 

Chairwoman  Norton,  Chairman  McCloskey  and  distinguished  Members  of  the 
Subcommittees,  my  name  is  H.  Stephan  Gordon  and  I  am  the  General  Counsel  of 
the  National  Federation  of  Federal  Employees  (NFFE).  On  behalf  of  the  NFFE, 
which  represents  approximately  150,000  federal  workers  in  53  government  agencies 
across  the  country,  I  appreciate  the  opportunity  to  appear  before  you  today  to 
present  our  views  on  H.R.  3218,  the  Federal  Workforce  Restructuring  Act  of  1993. 

What  brings  us  here  today  is  the  desire  by  the  Administration  and  the  Congress 
to  create  a  government  tiiat  works  more  efficiently  and  costs  less.  One  method  es- 
poused by  the  Administration  for  achieving  those  goals  is  the  reduction  of  the  fed- 
eral workforce  by  252,000  employees.  While  the  NFFE  supports  a  more  efficient  and 
cost  effective  government,  we  do  not  believe  that  the  wholesale  reduction  of  the  fed- 
eral workforce  is  the  only  tool  that  can  be  used.  However,  we  recognize  the  course 
the  government  has  taken.  Accordingly,  we  strongly  support  the  expanded  use  of 
structured  voluntary  separation  incentives  or  "buy-outs"  in  order  to  increase  attri- 
tion. We  additionally  support  efforts  to  expand  the  training  opportunities  available 
to  the  federal  employees  who  remain  behind  and  who  will  be  left  with  considerably 
more  work  to  periorm. 

Two  years  ago,  we  appeared  before  Congress  to  advocate  the  increased  use  of  vol- 
untary separation  incentives  and  expanded  training  programs  for  federal  employees 
as  a  sound  method  for  achieving  workforce  reductions.  In  1992,  a  limited  victory 
was  won  with  the  passage  of  P.L.  102-966,  the  National  Defense  Authorization  Act 
for  Fiscal  Year  1993,  which  provided  the  Secretary  of  Defense  with  the  authority 
to  offer  voluntary  separation  incentives  of  up  to  $25,000  or  the  amount  of  severance 
pay  an  employee  is  entitled  to,  whichever  is  less,  to  select  groups  of  workers.  This 
program  has  been  a  success.  It  has  enabled  the  government  to  avoid  involuntary 
separations  through  reductions-in-force  as  well  as  the  costs  associated  with  such  re- 
ductions. In  addition,  it  has  enabled  the  Secretary  of  Defense  to  maintain  control 
over  the  downsizing  process  so  that  valuable  institutional  knowledge  and  skills  can 
be  maintained. 

Under  the  terms  of  H.R.  3218,  each  agency  head  would  designate  a  three  month 
time  period,  or  "window",  during  which  the  agency  would  be  authorized  to  pay  sepa- 
ration incentives  to  workers  in  particular  occupational  skill  categories.  Eligibility 
would  be  limited  to  permanent  employees  who  had  been  employed  with  the  govern- 
ment for  at  least  one  year.  In  addition,  authority  would  be  provided  to  agency  direc- 
tors to  delay  the  actual  date  of  separation  for  up  to  two  years.  We  would  like  to 
point  out  that  the  provision  to  allow  agency  heads  to  pick  and  choose  among  em- 
ployees tiiose  who  will  receive  the  "buy-out"  will  potentially  result  in  similarly  situ- 
ated employees  in  different  agencies  being  treated  differently.  We  believe  that  this 
disparate  treatment  will  be  compounded  by  the  requirement  that  agencies  fund  this 
program  out  of  existing  appropriations.  To  minimize  discriminatory  treatment,  we 
would  request  that  Congress  exercise  its  oversight  function  during  the  implementa- 
tion process. 

Under  section  2  of  the  bill,  federal  employees  would  be  eligible  for  expanded  train- 
ing opportunities  in  non-government  operated  programs.  For  too  long,  the  federal 
government  has  neglected  to  invest  in  the  professional  development  of  its  workers. 
By  expanding  training  opportunities,  agencies  will  enable  employees  to  take  advan- 
tage of  cutting-edge  classes  and  seminars  operated  by  organizations  with  proven 
track  records  for  success.  The  NFFE  strongly  believes  that  training  programs,  and 
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in  some  instances,  re-training,  will  be  necessary  if  the  "new"  federal  workforce  is 
to  manage  the  same  size  (or  greater)  workload  with  fewer  resources.  Expanded 
training  opportunities  wiU  enable,  the  National  Performance  Review  (NPR)  to 
achieve  its  goal  of  creating  a  multi-skilled  workforce. 

In  conclusion,  the  poor  economy  has  caused  many  workers  to  re-evaluate  their  re- 
tirement plans  and  needs.  Consequently,  it  will  be  difficult  for  the  Administration 
and  Congress  to  achieve  the  drastic  workforce  reductions  they  seek  without  provid- 
ing employees  with  a  reason  to  voluntarily  leave  their  jobs.  We  believe  that  the  ex- 
panded use  of  early  retirement  incentives  will  reduce  the  need  for  costly  involuntary 
separations.  Moreover,  through  this  type  of  program,  the  government  will  be  able 
to  exercise  more  control  over  the  downsizing  process  thereby  maintaining  valuable 
institutional  knowledge  and  skills.  Madam  Chair  and  Chairman  McCloskey,  I  ap- 
preciate the  opportunity  to  appear  before  you  today  to  present  our  views  on  H.R. 
3218.  We  thank  you  for  your  leadership  on  the  issues  of  protecting  federal  workers 
during  the  downsizing  process.  We  look  forward  to  working  with  you  towards  the 
swift  enactment  of  this  bill.  This  concludes  my  statement.  I  will  happy  to  answer 
any  questions  you  have. 

Ms.  Norton.  Going  next  to  Dennis  Roth,  Eastern  Area  Federal 
Vice-President  of  International  Federation  of  Professional  and 
Technical  Engineers. 

Mr.  Roth.  Good  afternoon,  Chairwoman  Norton. 

Again,  my  name  is  Dennis  Roth.  I  am  the  Eastern  Area  Vice- 
President  for  the  Federal  workers  of  the  International  Federation 
of  Professional  and  Technical  Engineers  and  also  President  of  the 
union  representing  the  employees  at  the  Congressional  Research 
Service  at  the  Library  of  Congress. 

I  thank  you  for  giving  us  the  opportunity  to  testify  this  after- 
noon. And  sometimes  you  are  lucky  because  I  think,  given  all  your 
concerns  raised  this  morning  with  0PM,  I  think  you  need  to  look 
in  your  own  backyard  at  the  Library  and  see  it  is  not  doing  any- 
thing, anything  at  all,  about  efficiency,  about  human  beings  being 
dealt  with,  and  there  is  an  opportunity  for  you  to  call  over  there 
this  afternoon  and  say,  hey,  why  don't  you  hold  up  because  they 
are  not  accepting  applications  until  tomorrow  morning. 

There  was  a  special  announcement  delivered  this  morning  telling 
you  because  they  believe  in  this  stampede  mentality  how  they  are 
going  to  handle  that,  how  you  will  have  to  form  up,  not  hang  out 
in  the  Library  overnight  so  you  can  be  the  first  in  line.  I  think  this 
is  ridiculous,  and  for  you  to  be  going  through  this  debate  now  and 
discussion  on  how  to  do  something  properly,  to  have  something  go 
on  like  is  going  on  in  the  Library  sets  a  bad  example,  and  that  is 
about  all  it  is  good  for  is  a  bad  example. 

The  bill  you  have  before  us  today  really  has  two  components,  a 
training  component  and  the  early-out  component,  the  buyout  com- 
ponent. Since  those  retiring  will  be  the  most  experienced  Federal 
workers  it  is  important  the  remaining  workforce  be  given  the  op- 
portunity to  acquire  the  skills,  knowledge  and  abilities  to  get  the 
job  done.  Offering  training  is  a  direct  way  of  easing  the  transition 
into  a  downsized  government,  enhancing  upward  mobility  opportu- 
nities and  improving  the  diversity  in  the  higher  level  government 
positions. 

If  the  separation  incentives  of  this  bill  are  successful,  many  op- 
portunities should  become  available.  Thus  it  is  important  to  give 
agencies  not  only  broader  authority  for  training,  it  is  also  impor- 
tant to  have  them  demonstrate  how  they  will  use  this  authority  for 
the  upward  mobility  of  all  current  staff  including,  but  not  limited 
to,  women  and  minorities. 
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We  recommend  you  require  a  training  plan  be  submitted  to  0PM 
and  the  Congress  within  three  months  of  the  use  of  the  separation 
authority  granted  by  this  legislation. 

I  base  these  training  concerns  on  my  experience  with  the  Library 
of  Congress. 

The  long-run  workforce  planning,  taking  into  account  factors 
other  than  dollars  and  cents,  it  is  practically  nonexistent,  and  I  am 
sure  this  is  the  case  in  other  agencies  and  not  just  the  Library.  All 
agencies  must  establish  long-term  stafTmg  plans  and  evaluate  their 
existing  workers  for  filling  these  staffing  needs. 

It  never  ceases  to  amaze  me  that  managers  hire  the  best  person 
to  fill  any  given  position,  but  when  it  comes  time  to  retrain  for  up- 
ward mobility  it  is  always  felt  it  is  better  to  go  outside  and  look 
for  fresh  staff. 

Before  a  training  plan  can  be  developed,  however,  agencies  need 
to  develop  three  to  five-year  staffing  plans.  Based  on  this  informa- 
tion, agencies  can  determine  how  they  can  use  their  existing 
workforce  to  meet  their  staffing  needs.  This  is  especially  important 
given  the  broadening  of  the  training  authority  of  the  bill  before  us 
today. 

Also,  training  comes  out  of  existing  budgets.  Again,  if  they  don't 
have  to  pay  extra  money  for  the  early-outs  and  also  for  training, 
we  find  training  a  decreasing  element.  It  is  nice  to  authorize  it,  but 
you  have  to  make  sure  there  is  funding  for  it. 

With  respect  to  the  separation  incentive  portion  of  the  legisla- 
tion, I  would  again  like  to  focus  on  what  is  happening  at  the  Li- 
brary of  Congress.  First  and  foremost,  extensive  planning  is  re- 
quired. What  needs  to  be  considered  is  not  only  implementation  but 
also  the  impact.  We  must  ask  pertinent  questions  including  who, 
how  £ind  what  impact  will  be  placed  on  the  persons  who  will  be  re- 
sponsible for  keeping  the  flow  of  work  continuous. 

Second,  in  those  agencies  that  have  unions  there  is  an  obligation 
to  bargain.  This  has  been  a  big  sticking  point  at  the  Library  of 
Congress.  We  have  not  gotten  the  Library  to  bargain  with  us,  and 
we  are  not  sure  what  our  next  steps  will  be. 

Third,  I  think  you  need  to  keep  in  mind  you  are  dealing  with 
your  long-term  employees,  people  who  have  dedicated  their  life- 
times and  their  careers  to  the  Federal  service. 

And,  fourth,  don't  let  the  objective  of  saving  money,  which  you 
heard  from  0PM — let's  get  them  out  as  soon  as  we  can  because 
that  is  how  you  save  the  money — make  you  forget  the  other  three 
items  I  mentioned  earlier  because  that  is  what  is  happening  at  the 
Library.  The  incentive  is  to  get  them  out  so  that  we  can  save  the 
money.  There  is  no  consideration  of  do  they  have  adequate  counsel- 
ing. 

I  am  told  there  are  people  who  will  not  be  counseled  until  early 
November,  yet  the  way  the  program  is  developed  they  want  people 
out  the  door  by  the  close  of  business  tomorrow.  The  first  250  who 
line  up  out  there  will  get  the  bonus  or  the  early  retirement.  After 
that,  everything  ceases.  So  there  are  people  bringing  clothes,  stay- 
ing with  friends  in  Washington  overnight,  just  so  they  can  come 
and  be  there. 
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I  don't  know  if  there  will  be  250  people  there  tomorrow,  but  the 
mentality  is  that  there  will  be,  and  it  is  demeaning  to  this  dedi- 
cated work  staff  who  have  given  their  lifetimes  to  the  Library. 

Considerable  preparation  and  planning  is  required  to  offer  early- 
out  and  incentives.  When  the  Library  came  to  the  union,  they  said 
they  had  everything  worked  out  and  we  want  to  implement  it  in 
two  days.  This  is  not  fair  to  the  union  to  say  how  to  do  it  and  not 
have  our  input  to  make  the  necessary  corrections.  I  think  you  will 
see  the  program  that  the  Library  has  suffers  tremendously  because 
of  the  lack  of  staffer  input. 

The  9  percent  that  you  raise  as  a  factor  I  think  greatly  deters 
on  the  ability  of  the  agencies  to  offer  early-outs.  That  is  one  of  the 
reasons  the  Library  has  limited  to  250.  TTiey  think  that  is,  quote, 
unquote,  all  they  can  afford.  I  think  they  are  being  shortsighted  be- 
cause, as  you  noted,  you  do  not  want  RIFs.  So  if  you  can  get  vol- 
untary retirements,  voluntary  people  to  leave,  why  not  accept  those 
now  rather  than  forcing  involuntary  retirements  two  years  or  even 
18  months  from  now? 

The  very  nature  of  separation  bonuses  and  early-out  retirement 
programs  are  targeted  at  an  agency's  most  dedicated  workforce.  El- 
igible employees  are  primarily  those  who  have  given  their  work  ca- 
reers to  the  agency.  However,  if  you  are  like,  again  in  the  Library 
where  they  decided  not  to  offer  the  discretion  that  OPM  says  they 
could  have,  it  is  just  the  first  250  who  decide  to  come  through  the 
door,  and  what  they  will  do  is  fix  whatever  happens  later. 

If  you  are  really  concerned  about  efficiency,  that  is  certainly  not 
the  way  to  approach  the  early-out  programs  and  the  buy-out  pro- 
grams. Those  who  remain  will  have  to  work  harder,  in  many  cases 
beyond  their  capabilities.  Furthermore,  the  Library — ^well,  I  have 
already  stated  that. 

The  decision  to  retire  is  one  of  the  most  important  an  individual 
will  make  in  his  or  her  lifetime.  It  is  also  a  decision  requiring  con- 
siderable information.  It  is  important,  therefore,  that  every  em- 
ployee considering  retirement  be  given  adequate  financial  counsel- 
ing. 

As  noted  earlier,  the  $25,000  incentive  can  be  very  misleading. 
Thus,  before  any  agency  is  given  permission  to  accept  applications, 
they  should  ensure  all  employees  considering  retirement  have  had 
retirement  counseling.  Agencies  are  so  anxious  to  save  the  money 
that  they  are  not  really  considering  making  sure  that  everybody 
has  adequate  information  to  make  this  lifetime,  and  in  cases  in  the 
government  irreversible,  decision. 

In  conclusion,  I  hope  that  I  have  demonstrated  that  there  is  a 
human  element  to  retirement  on  which  this  legislation  remains  si- 
lent. The  Congress  should  make  amendments  along  these  lines, 
and  we  hope  that  you  will  do  this  in  your  further  discussion. 

Also,  please  encourage  agencies  to  have  unions  participate  at  the 
early  stages  of  the  process.  You  heard  from  DOD  that  they  did  in- 
volve the  unions,  and  you  also  heard  how  well  the  program  worked. 

And  one  final  request,  and  that  is,  as  you  know,  the  President 
put  into  effect  an  Executive  Order  in  early  October  talking  about 
new  partnerships.  Unfortunately,  that  Executive  Order  only  ap- 
plies to  the  executive  branch.  We  would  encourage  you  and  other 
Members  of  Congress  to  encourage  the  Library  and  other  legisla- 
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tive  branches'  agencies  that  have  unions  to  tell  them  that  you  ex- 
pect the  same  from  them. 

Thank  you,  and  I  would  be  glad  to  answer  any  questions  you 
may  have. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Roth. 

[The  prepared  statement  of  Mr.  Roth  follows:] 

Prepared  Statement  of  Dennis  Roth,  Eastern  Area  Federal  Vice-President, 
International  Federation  of  Professional  and  Technical  Engineers 

Good  morning  Chairwoman  Norton,  Chairman  McCloskey,  and  members  of  the 
joint  subcommittees.  As  the  eastern  area  Federal  vice  president  of  the  International 
Federation  of  Professional  and  Technical  Engineers,  I  wish  to  thank  you  for  having 
this  timely  hearing  on  the  Federal  Workforce  Restructuring  Act  of  1993.  IFPTE  rep- 
resents 20,000  members  nationwide  in  the  Departments  of  Defense  and  Interior, 
NASA,  and  the  Congressional  Research  Service.  At  this  time  I  would  also  Uke  to 
thank  the  Office  of  Personnel  Management  for  their  efforts  in  anticipating  needed 
answers  to  technical  questions  regarding  the  buyouts,  and  their  subsequent  briefing 
to  employees'  representatives. 

The  bill  we  have  been  asked  to  consider  today  has  two  initiatives:  facilitating  em- 
ployee retraining  and  reducing  the  overall  size  of  the  Federal  workforce.  The  two 
initiatives  complement  each  other.  As  the  existing  workforce  is  downsized,  those  re- 
maining will  have  to  fill  in  the  gaps  created  by  those  who  have  retired.  Since  those 
retiring  will  be  the  most  experienced  Federal  workers,  it  is  important  that  the  re- 
maining workforce  be  given  the  opportunity  to  acquire  the  skills,  knowledge,  and 
abihties  to  get  the  job  done.  Offering  training  is  a  direct  way  of  easing  the  transition 
into  a  downsized  government,  enhancing  upward  mobility  opportunities,  and  im- 
proving the  diversity  in  higher  level  government  positions. 

In  many  cases  the  most  recent  hires  to  the  Federal  workforce  have  been  women 
and  minorities.  These  groups,  however,  have  become  frustrated  because  of  a  lack  of 
upward  mobility  opportunities  in  their  organizations.  If  the  separation  incentives  of 
this  bill  are  successful,  many  opportunities  should  become  available.  Thus,  it  is  im- 
portant not  only  to  give  agencies  broader  authority  for  training,  it  is  also  important 
to  have  them  demonstrate  how  they  will  use  this  authority  for  the  upward  mobility 
of  all  oirrent  staff,  including  but  not  limited  to  women  and  minorities. 

We  recommend  that  you  require  a  training  plan  be  submitted  to  OPM  and  the 
Congress  within  three  months  of  the  use  of  the  separation  authority  granted  by  this 
legislation.  A  plan  is  crucial  because  without  one  training  will  either  not  occur  or 
it  will  be  so  haphazard  that  the  remaining  workers  will  face  extreme  difficulty  in 
accomplishing  the  basic  mission  of  their  agencies. 

I  base  these  training  concerns  on  my  experience  with  the  Library  of  Congress. 
Long  run  workforce  planning,  taking  into  account  factors  other  than  dollars  and 
cents,  is  practically  nonexistent  in  the  Library.  For  years  the  unions  at  the  Library 
have  been  encouraging  management  to  establish  mechanisms  for  retraining  quali- 
fied lower  level  staff"  for  higher  graded  positions.  For  the  most  part  we  have  not 
been  successful.  But  now  I  believe  that  the  Library  has  Uttle  choice,  and  I  don't  be- 
lieve that  we  at  the  Library  are  in  a  unique  position.  All  agencies  must  establish 
long  term  staffing  plans  and  evaluate  their  existing  workers  for  filling  these  staffing 
needs.  It  never  ceases  to  amaze  me  that  managers  supposedly  hire  the  best  person 
to  fill  any  given  position,  but  when  it  comes  to  retraining  for  upward  mobihty,  agen- 
cies always  feel  it's  easier  to  hire  from  the  outside  rather  than  make  the  internal 
effort.  ,     T  u 

All  of  you  I  am  sure  are  aware  of  the  affirmative  action  problems  at  the  Library; 
our  situation,  unfortunately,  is  not  unique.  We  now  have  a  rare  opportunity  to  make 
improvements,  but  they  will  not  occur  without  planning.  Therefore,  before  a  training 
plan  can  be  developed,  agencies  should  be  required  to  develop  three-  to  five-year 
staffing  plans.  Based  on  this  information,  agencies  can  determine  how  they  can  use 
their  existing  workforce  to  meet  their  staffing  needs.  This  is  especially  important 
given  the  broadening  of  the  training  authority  in  the  bill  before  you  today. 

I  would  now  like  to  address  the  separation  incentive  portion  of  the  legislation.  As 
you  know,  the  Congress  gave  the  Library  separation  incentive  payment  authority 
in  its  FY94  appropriations  bill.  The  Library  also  sought  and  received  early  out  au- 
thority ft-om  OPM.  Numerous  lessons  have  been  learned  from  how  the  hbrary  is  try- 
ing to  implement  separation  bonuses  and  early  outs. 

First  and  foremost,  extensive  planning  is  required.  What  needs  to  be  considered 
is  the  implementation.  We  must  ask  pertinent  questions  including  who,  how,  and 
what  impact  will  be  placed  on  the  persons  who  will  be  responsible  for  keeping  the 
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flow  of  work  continuous.  Secondly,  in  those  agencies  that  have  unions,  there  is  an 
obligation  to  bargain.  Thirdly,  remember  that  you  are  requesting  that  your  longest 
term  employees  retire  or  separate — these  workers  have  dedicated  their  careers  to 
their  respective  agencies,  and  the  program  developed  must  treat  them  with  respect 
and  appreciation.  Fourthly,  don't  let  the  objective  of  saving  money  as  quickly  as  pos- 
sible in  the  fiscal  year  make  you  overlook  numbers  one,  two,  and  three.  This  is  par- 
tioilarly  true  in  making  sure  agencies  offer  sufficient  counseling  and  decision  mak- 
ing time  so  that  people  make  the  right  decision.  To  many  the  separation  bonus 
sounds  enticing,  but  the  bonus  itself  should  not  be  the  reason  to  retire.  Under  most 
circumstances,  people  will  be  retiring  with  about  50%  of  their  incomes  (early  outs 
with  less);  for  most  people  this  will  not  be  enough  to  live  on  and  the  bonus  will  dis- 
appear very  quickly.  Furthermore,  the  economy  remains  weak  and  the  probability 
of  finding  another  job  is  not  good.  Retirement  must  be  an  informed  decision  and 
agencies  should  be  required  to  ensure  that  employees  have  the  information  and  time 
to  make  this  decision. 

PLANNING 

Considerable  preparation  and  planning  is  required  to  offer  a  separation  and  early 
out  incentive  program.  Planning  includes  not  only  the  who  and  how,  but  also  bar- 
gaining and  consultation.  It  also  includes  the  consideration  of  the  long  run  con- 
sequences I  mentioned  earUer  in  the  training  section  of  my  testimony.  Implementa- 
tion must  never  lose  sight  that  the  agency  is  undertaking  these  initiatives  to  avoid 
the  need  to  RIF  and/or  furlough  in  the  immediate  future.  The  requirement  for  agen- 
cies to  pay  9  percent  of  an  early  retiree's  final  pay  may,  as  it  has  in  the  Library, 
cause  an  agency  to  focus  too  much  on  today's  cost  rather  than  on  the  overall  long 
run  downsizing  objective.  It  is  better  to  get  voluntary  separations  today  than  to 
force  involuntary  separations  tomorrow.  Sf>ecifically,  the  Library  has  reduced  the 
number  of  early  outs  it  will  offer  by  cutting  them  off  once  the  combination  of  early 
outs  and  normal  retirements  reach  250.  "This  is  so  even  though  the  Library  cal- 
culates that  it  needs  to  reduce  its  fiill  time  equivalents  by  399  by  the  end  of  fiscal 
year  1995.  I  do  not  believe  that  the  Library  has  correctly  estimated  the  negative 
effect  this  special  program  will  have  on  an  already  low  attrition  rate. 

Every  person  considering  retirement  must  make  an  educated  decision.  Most  em- 
ployees who  are  retiring  under  normal  criteria  have  given  this  decision  considerable 
thought  and  have  already  begun  to  plan.  But  those  being  given  the  early  out  oppor- 
tunity, particularly  since  they  are  being  enticed  with  a  separation  bonus,  must  be 
given  more  than  a  week  or  two  to  make  a  lifetime  carreer  changing  decision.  And 
this  decision  mvist  be  fix)m  the  mind  and  not  heart.  Twenty-five  thousand  dollars 
sounds  hke  a  nice  incentive;  but  does  fifty  j)ercent  or  less  of  your  pay  sound  good? 
Without  proper  retirement  counseling  many  employees  may  make  decisions  that  are 
shortsighted.  Consequently,  before  any  agency  is  permitted  to  engage  in  separation 
bonuses  and  early  out  programs,  they  must  be  required  to  ensvu"e  that  every  em- 
ployee participating  has  been  counseled.  It  is  a  must  that  information  given  in  re- 
tirement counseling  be  acou-ate.  To  date.  Federal  employees  have  been  held  ac- 
countable for  their  decisions  even  though  they  have  received  incorrect  information 
from  their  agencies.  The  legislation  before  you  needs  to  be  amended  to  protect  em- 
ployees who  may  be  put  in  this  situation.  If  given  incorrect  retirement  information, 
there  needs  to  be  a  mechanism  for  re-employment,  and  its  best  to  take  this  appeal 
out  of  the  hands  of  the  agency  that  gave  the  incorrect  information.  Perhaps  a  joint 
labor-management  board  could  be  established  to  review  any  appeals  that  are  made 
due  to  bad  information. 

BARGAINING 

Those  agencies  with  unions  must  not  forget  their  legal  obUgation  to  bargain  sepa- 
ration bonuses  and  early  out  programs.  Of  course  the  best  way  to  deal  with  this 
would  be  to  bring  in  the  unions  from  the  onset  so  that  the  problems  are  worked 
out  at  the  beginning  rather  than  at  the  end.  The  Library  specifically  did  not  do  this 
and  now  we  are  at  loggerheads.  Without  early  consultation,  it  is  quite  probable  that 
bargaining  will  be  prolonged.  To  be  put  in  this  position  is  detrimental  to  the  pro- 
gram because  it  can  eat  into  the  window  of  opportunity  as  it  is  now  doing  in  the 
Library.  Federal  unions  realize  that  downsizing  is  here  to  stay  and  we  want  to 
make  it  a  human  process  rather  than  a  simple  saving  of  dollars  process.  Consulta- 
tion with  unions  at  the  beginning  can  give  the  programs  this  proper  focus. 
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HUMAN  PROCESS 


By  their  very  nature  separation  bonuses  and  early  out  retirement  programs  are 
targeted  at  an  agency's  most  dedicated  workforce.  Eligible  employees  are  primarily 
those  who  have  given  their  work  careers  to  the  agency.  Separation  incentive  pro- 
grams must  be  designed  to  demonstrate  that  an  agency  appreciates  these  employ- 
ees. Again  I  can  hold  up  the  Library  as  a  bad  example.  Library  management  chose 
not  to  exercise  its  digression  and  is  permitting  anyone  to  leave  as  long  as  they  meet 
the  age  and  service  requirements.  Consequently,  there  is  a  high  probability  that  em- 
ployees with  unique  skills  will  retire  leaving  significant  skill  gaps  that  cannot  be 
filled  easily.  Those  who  remain  will  have  to  work  harder,  in  many  cases  beyond 
their  capabilities.  Furthermore,  the  Library  has  demonstrated  its  lack  of  respect  for 
its  long  term  employees  by  creating  a  stampede  mentality.  Since  early  outs  will 
cease  after  the  first  250  retirees — a  combination  of  normal  retirees  and  early  out 
retirees — there  is  a  strong  belief  that  one  has  to  be  the  first  in  line  in  order  to  get 
an  early  out.  Staff  has  come  to  the  unions  complaining  about  this  lack  of  respect 
but  so  far  the  Library  does  not  appear  to  care.  No  wonder  staff  morale  continues 
its  ft-ee  fall  in  the  library. 

GIVE  EMPLOYEES  TIME 

The  decision  to  retire  is  one  of  the  most  important  an  individual  will  make  in  his/ 
her  lifetime.  It  is  also  a  decision  requiring  considerable  information.  It  is  important, 
therefore,  that  every  Employee  considering  retirement  be  given  adequate  financial 
counsebng.  As  I  noted  earUer,  the  $25,000  incentive  can  be  very  misleading.  Thus, 
before  any  agency  is  given  permission  to  accept  applications  they  must  ensure  that 
all  employees  considering  retirement  have  had  retirement  counseling.  Agencies  that 
are  anxious  to  save  money  by  encouraging  their  employees  to  retire  as  soon  as  pos- 
sible also  have  the  responsibility  to  ensure  that  the  retirement  decision  is  an  in- 
formed one.  Do  not  let  agencies  shirk  this  responsibility  because  the  program  pro- 
posed by  this  legislation  stresses  saving  dollars  while  ignoring  people.  Furthermore, 
the  90  day  window  creates  a  hurry  up  mentality.  This  is  why  it  is  so  important  not 
to  include  retirement  counseling  as  part  of  this  window. 

There  is  an  additional  factor  that  is  not  addressed  by  this  legislation — that  of  con- 
tracting out  to  retirees.  Contracting  out,  should  it  be  necessary,  must  be  Umited  to 
a  short  time  frame.  Employees  who  are  needed  should  not  be  given  the  opportunity 
for  separation  bonuses  or  early  outs;  this  is  why  the  legislation  permits  the  two  year 
delay.  Of  course  if  employees  are  eligible  under  normal  retirement  criteria  there  is 
not  much  you  can  do.  Long  term  contracting  out  not  only  does  not  save  money,  but 
it  also  takes  away  upward  mobility  opportunities  through  training  that  this  legisla- 
tion addresses. 

In  conclusion,  I  hope  that  I  have  demonstrated  that  there  is  a  human  element 
to  retirement  on  which  this  legislation  remains  silent.  The  Congress  should  make 
amendments  along  the  Unes  IFPTE  has  recommended  to  correct  this  oversight.  Oth- 
erwise you  may  be  creating  a  future  group  of  disgruntled,  and  perhaps,  even  home- 
less people.  This  would  indeed  be  a  sad  commentary  for  the  Nation's  largest  em- 
ployer. Also,  please  encourage  agencies  to  have  unions  participate  at  the  earliest 
stages  of  tills  process.  I  am  experiencing  what  happens  when  unions  are  left  out  and 
it  is  detrimental  to  the  objectives  of  this  legislation  and  the  labor-management  part- 
nership initiatives  of  the  administration.  In  fact,  I  would  like  to  request  at  this  time 
that  you  establish  the  same  labor-management  partnership  requirement  on  the  Li- 
brary of  Congress  that  President  Clinton  estabhshed  for  all  other  Federal  sector 
unions.  We  need  a  change  in  the  labor  relations  environment  as  much  as  any  execu- 
tive branch  agency.  We  would  appreciate  your  assistance. 

I  will  now  be  happy  to  address  any  questions  you  may  have. 

Ms.  Norton.  Finally,  we  will  hear  from  Chris  Sullivan,  Legisla- 
tive Director,  National  Association  of  Government  Employees. 

Mr.  Sullivan.  Thank  you.  Madam  Chair.  I  will  offer  my  full 
statement  for  the  record  and  briefly  summarize  and  try  to  bring 
out  a  number  of  the  concerns  that  we  have. 

First  would  be  the  timing  of  the  window.  Many  of  our  members 
believe  that  the  90  days  may  not  be  an  adequate  enough  time,  es- 
pecially as  the  legislation  is  currently  written  the  90-day  clock  runs 
from  the  period  when  the  agency  head  designates  it. 
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As  you  know,  a  lot  of  times  the  details  of  the  buyout,  as  Mr. 
Sanders  indicated,  occur  along  the  way,  and  it  will  give  the  individ- 
ual employees  much  less  time  than  90  days.  And  when  we  are  talk- 
ing about  restructuring  of  their  careers  and  making  important  deci- 
sions about  retirement  and  beyond,  they  need  the  full  90  days.  We 
would  suggest  a  longer  time  period,  perhaps  as  long  as  180. 

Secondly,  the  legislation  offers  broad  discretion  to  the  agencies  to 
exempt  out  certain  positions.  We  would  recommend  that  the  Con- 
gress amend  this  language  to  make  full  use  of  the  placement  sys- 
tems. Let  me  give  you  an  example. 

It  is  very  likely  that  if  the  VA  is  granted  this  authority  that  they 
would  exempt  patient-care  employees  because  of  their  critical  im- 
portance. What  we  would  suggest  is  that  an  agency  be  able  to  take 
advantage  of  placement  so  that  if  there  were  patient-care  employ- 
ees in  the  Defense  Department,  say  nurses  in  DOD,  who  could  sub- 
stitute for  a  VA  employee  who  chose  to  leave  that  they  should  do 
so.  That  more  aggressive  use  of  government-wide  placement  sys- 
tems would  save  the  government  money. 

Third,  I  would  like  to  associate  myself  with  the  remarks  of  Mr. 
Sturdivant  and  Ms.  Shaw  on  FEHBP.  Currently,  the  way  the  law 
works,  once  you  are  separated  you  have  a  31-day  temporary  exten- 
sion of  FEHBP,  and  if  you  have  worked  for  the  government  for  five 
years,  you  have  the  option  to  extend  it  for  another  18  months.  At 
that  time,  though,  during  the  18  months,  you  have  to  pay  both  the 
employee  share  of  the  premium  and  the  employer  share  of  the  pre- 
mium, which  results  in  about  an  increase  of  360  percent  to  the  em- 
ployee in  his  share  of  that  FEHPB. 

We  would  recommend  along  the  lines  of  what  happened  in  the 
DOD  authorization  bill  last  year,  extending  the  FEHPB  coverage, 
with  the  employer  picking  up  the  employee's  share  government- 
wide,  would  be  very  helpftil  as  well.  Otherwise,  many  employees 
are  not  going  to  make  the  choice  to  take  advantage  of  these  incen- 
tives. 

Finally,  our  final  concern  is  of  the  funding  mechanism  that  is 
currently  in  the  bill.  We  are  very  concerned,  as  your  eloquent  state- 
ments earlier  in  the  question  and  answer  of  0PM  pointed  out,  that 
the  current  funding  mechanism  could  really  have  a  drastic  effect 
on  agency  mission  and  employee  benefits.  We  would  urge  the  Con- 
gress to  look  strenuously  at  this  provision  and  whether  or  not  it  is 
in  the  best  interest  of  the  legislation. 

I  would  be  pleased  to  answer  any  questions  that  you  have. 

Ms.  Norton.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Sullivan  follows:] 

Prepared  Statement  of  Chris  Sullivan,  Legislative  Director,  National 
Association  of  Government  Employees 

i.  introduction 

The  National  Association  of  Government  Employees  is  an  affiliate  of  the  Service 
Employees  International  Union,  the  fourth  largest  union  in  the  AFLr-ClO.  NAGE 
represents  more  than  200,000  federal  employees  in  various  federal  agencies,  from 
civilians  in  the  Defense  Department,  to  employees  in  the  Veterans'  Administration, 
the  Forest  Service,  and  the  Transportation  Department.  On  behalf  of  our  member- 
ship, NAGE  is  please  to  appear  before  a  joint  hearing  of  the  Subcommittee  on  Em- 
ployee Compensation  and  Benefits  and  the  Subcommittee  on  Civil  Service  regarding 
the  "Federal  Workforce  Restructuring  Act  of  1993,"  which  allows  agencies  to  use  vol- 
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untary  separation  incentive  payments  to  encoxirage  Federal  employees  to  resign  or 
retire  from  the  service  voluntarily. 

NAGE  would  like  to  take  the  opportunity  to  thank  Congresswoman  Eleanor 
Holmes  Norton,  Chair  of  the  Subcommittee  on  Employee  Compensation  and  Em- 
ployee Benefits,  and  Congressman  Frank  McCloskey,  Chair  of  the  Subcommittee  on 
Civil  Service,  for  their  hard  work  on  behalf  of  the  Federal  employee  workforce  dur- 
ing their  tenure  in  Congress.  Their  efforts  are  greatly  appreciated  by  the  NAGE 
membership. 

As  it  became  clear  that  the  Federal  Government  would  downsize  its  workforce, 
especially  in  defense  agencies,  NAGE  advocated  a  comprehensive  program  of  re- 
training, replacement,  and  buyout  procedures  for  all  workers  to  minimize  the  impact 
of  downsizing  in  the  Federal  Government.  NAGE  appeared  numerous  times  before 
these  two  committees  to  urge  proactive  legislation  to  anticipate  changes  in  the  Fed- 
eral employee  workforce.  NAGE  understands  that  great  changes  will  occur  over  the 
next  few  years  as  the  government  struggles  to  overcome  the  crushing  debt  that  has 
accumulated.  NAGE  looks  forward  to  working  to  achieve  innovative  solutions  to  the 
challenges  that  face  the  Federal  employee  workforce  in  the  years  to  come.  We  urge 
that  continued  legislative  steps  be  taken  to  ensure  fairness  to  the  individual  employ- 
ees affected  by  the  systemic  changes  that  must  occur. 

As  you  know,  separation  incentives  have  already  been  approved  for  defense  work- 
ers in  the  FY93  DoD  Authorization  Act  (Public  Law  102^84).  Generally,  this  pro- 
grams has  run  smoothly  for  the  workers  who  have  been  offered  buyouts.  Of  course, 
a  continuing  concern  for  the  rank  and  file  Federal  employees  that  NAGE  represents 
is  that  thus  far  the  buyouts  have  been  concentrated  on  management  employees. 
While  we  recognize  the  need  to  reduce  the  supervisory  workforce,  nevertheless 
NAGE  believes  that  the  buyout  program  should  allow  as  much  worker  choice  as  pos- 
sible to  take  advantage  of  the  program. 

II.  "THE  FEDERAL  WORKFORCE  RESTRUCTURING  ACT  OF  1993" 

The  major  features  of  the  voluntary  separation  incentive  program  contained  in 
H.R.  3218,  the  "Federal  Workforce  Restructuring  Act  of  1993"  are  as  follows: 

Timing — Ehiring  a  3  month  window  designated  by  each  agency  head  during  Fy94, 
Executive  Branch  agencies  would  allow  the  payment  of  a  voluntary  separation  in- 
centive to  federal  employees  who  retire  or  resign. 

Payment — The  payment  would  be  $25,000  or  the  amount  the  employee  would  be 
paid  in  severance  pay.  Severance  pay  is  computed  on  the  basis  on  one  week's  salary 
for  each  year  of  the  first  10  years  of  service  and  2  week's  Salary  for  each  year  of 
service  afler  10  years.  For  employees  over  age  40,  an  age  adjustment  allowance  is 
added  to  the  basic  allowance  by  computing  2.5  of  the  basic  severance  allowance  for 
each  full  3  months  of  age  over  age  40. 

Discretion — The  proposal  gives  considerable  discretion  to  agency  heads  in  the  im- 
plementation of  the  program.  The  heads  of  each  agency  would  designate  the  compo- 
nents of  agency,  occupations,  particular  locations,  etc.,  where  the  separation  incen- 
tives would  be  offered.  In  addition,  the  head  of  each  agency  would  also  have  author- 
ity to  delay  separation  for  up  to  2  years,  where  necessary  for  performance  of  agency 
mission.  Employees  who  receive  voluntary  separation  incentives  would  have  to 
repay  if  reemployed  in  the  Government  within  2  years;  however  the  repayment  re- 
quirement could  be  waived  for  exceptional  recruiting  problems. 

Other  issues — Agencies  would  be  encouraged  to  reduce  emplojnnent  by  one  posi- 
tion for  each  two  separation  incentives  paid.  In  addition,  the  proposal  requires  agen- 
cies to  pay  an  extra  charge  of  9  percent  of  an  employee's  final  pay  for  each  early 
retirement  under  CSRS  to  account  for  underfunding  of  early  retirements.  This 
charge  would  apply  to  all  early  retirements  under  the  Civil  Service  Retirement  Sys- 
tem, not  just  those  resulting  from  voluntary  separation  incentive  programs. 

III.  NAGE  RECOMMENDATIONS 

While  NAGE  is  generally  very  pleased  at  the  steps  being  taken  in  this  legislation, 
we  would  like  to  comment  on  a  number  of  the  issues  which  the  proposal  raises. 

Timing — NAGE  believes  that  the  "window"  for  the  buyouts  might  need  to  be 
longer  than  the  90  days  currently  in  the  legislation,  perhaps  as  long  as  180  days. 
As  currently  written,  the  90  day  clock  continuously  runs  from  the  time  when  the 
agency  head  designates  that  the  voluntary  separation  incentive  begins.  However, 
unless  that  announcement  specifically  includes  which  bureaus,  divisions,  or  job  cat- 
egories are  eligible  for  the  buyout,  federal  employees  will  actually  have  much  less 
than  90  days  to  decide  their  futures.  Because  sometimes  information  slowly  trickles 
down  as  the  details  of  buyouts  are  worked  out,  front  line  workers  may  spend  weeks 
or  longer  in  Umbo  before  being  told  that  their  position  is  one  eligible  for  a  buyout. 
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While  this  occurs,  workers  lose  valuable  time  to  order  their  financial  affairs  and  to 
make  informed  decisions  on  how  the  details  of  the  buyout  affected  themselves  and 
their  famihes. 

Exempt  Positions  and  Organizations — The  proposal  allows  the  agency  head  con- 
siderable discretion  in  exempting  positions  or  organizations  critical  to  agency  mis- 
sion. While  NAGE  agrees  that  this  is  required,  some  flexibility  should  be  accorded. 
For  example,  NAGE  represents  many  patient  care  employees  in  the  Veterans'  ad- 
ministration. A  decision  to  exempt  these  employees  would  hamstring  the  goals  of 
the  separation  program.  NAGE  suggests  that  agencies  make  full  use  of  priority 
placement  lists  and  training  programs  to  allow  some  employees  in  exempt  positions 
who  wish  to  leave  the  federal  service  to  do  so.  For  example,  while  nurses  in  the  VA 
may  be  exempt  from  a  buyout  program  and  thus  denied  the  opportunity  of  the  sepa- 
ration incentive,  provisions  should  be  made  to  allow  VA  nurses  to  retire  or  resign 
if  replacements  could  be  found.  For  example,  there  might  be  nurses  on  priority 
placement  Usts  from  the  Defense  Department  who  could  take  the  place  of  nurses 
who  wish  to  leave  federal  service  from  the  VA.  Often  the  government  would  still 
save  money  because  the  higher-grade  employees  in  the  exempt  positions  would  level 
to  be  replaced  by  priority  placement  list  employees  who  are  typically  lower-grade 
on  the  pay  scale. 

Funding — ^While  NAGE  fully  understands  the  financial  situation  of  the  govern- 
ment, we  are  concerned  that  funding  the  buyout  program  and  the  additional  agency 
expense  of  fiinding  the  CSRS  costs  of  buyouts  and  early  retirements  could  jeopardize 
important  agency  functions  and  employee  benefits.  NAGE  urges  that  a  study  be  con- 
ducted diu-ing  FY95  to  determine  the  impact  of  this  fiinding  mechanism  on  agency 
mission  and  employee  benefits. 

rv.  CONCLUSION 

NAGE  endorses  the  enactment  of  legislation  which  would  provide  voluntary  sepa- 
ration incentives  to  federal  employees  in  order  to  downsize  the  federal  workforce. 
NAGE  is  grateful  for  the  opportunity  to  testify  on  the  "Federal  Workforce  Restruc- 
turing Act  of  1993"  and  would  be  pleased  to  answer  any  questions. 

Ms.  Norton.  All  of  your  testimony  has  been  very  helpful,  and  I 
do  have  some  questions. 

Some  of  what  you  advocate  would  add  costs.  One  can  understand 
the  health-care  costs.  Mr,  Sturdivant,  though,  the  cost  of  your  for- 
mula, do  you  have  any  idea  what  the  cost  of  your  formula  would 
be?  Does  it  raise  appreciably? 

Perhaps,  if  one  looked  at  it  more  closely,  it  is  not  what  it  ap- 
pears, but  if  you  have  a  $25,000  maximum,  do  you  think  that  there 
would  be  an  appreciable  increase  beyond  that  if  we  used  your  for- 
mula instead  of  the  25,000  maximum  that  is  proposed  in  the  bill? 

Mr.  Sturdivant.  I  don't  have  those  figures  right  here.  I  would 
think  probably  it  could  very  well  balance  out  because  if  you  encour- 
age higher-graded  people  to  leave,  then  you  are  going  to  save  those 
costs  further  down  the  line.  But  we  can  do  some  more  work  on  that 
and  try  to  extrapolate  what  those  costs  would  be  and  whether  or 
not  the  costs  would  be  appreciably  different  than  the  25,000. 

You  have  to  remember,  if  the  25,000  does  not  get  higher-graded 
people  to  leave,  then  those  costs  continue  anyway. 

Ms.  Norton.  Yes,  that  is  true.  That  is  certainly  true.  That  is 
why  I  say  I  don't  out  of  hand  say  that  your  proposal  is  more  costly. 
I  do  say  that  if  people  are  waiting  to  be  RIF'd  we  need  to  keep 
them  from  being  RIF'd.  So  I  am  not  sure  people  should  depend  on 
that  to  get  them  a  higher  amount  of  severance,  for  example,  but 
there  are  other  costs,  as  you  indicate. 

Mr.  Sturdivant.  Yes,  there  are. 

Ms.  Norton.  I  am  a  little  surprised  to  hear  so  many  of  you  indi- 
cate that  you  think  that  employee  organizations  should  be  able  to 
bargain  on  who  is  let  go.  I  would  think  that  it  would  put,  especially 
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a  union,  in  the  terrible  position  of  bargaining  away  some  of  its 
members  in  favor  of  this,  number  one. 

Number  two,  my  impression  is  that  in  the  private  sector — to  take 
one  of  the  more  militant  unions  in  the  country — if  the  auto  workers 
are  to  be  laid  off,  the  UAW  doesn't  sit  down  and  bargain  that  away. 
It  depends  on  the  tools  you  have  put  in  place,  seniority  and  bump- 
ing, to  do  the  job  fairly. 

And,  third,  I  thought  it  was  quintessentially  management's  obli- 
gation to  understand  who  to  hire,  how  many  people  it  needs  and 
does  not  need.  So  I  don't  understand  how  the  union  would  find  out 
except  by  asking  management  who  it  needs  and  what  its  workload 
is.  I  don't  think  you  have  that  information.  That  is  why  I  did  not 
understand  that  proposal. 

Mr.  Sturdivant.  In  the  traditional  workplace,  you  are  correct. 
But  what  we  are  trying  to  move  to  under  this  proposal  to  reinvent 
government  and  to  change  how  government  does  business  is  to 
bring  the  experience,  the  information  and  the  knowledge  of  front- 
line workers  to  the  policy-making  table. 

Now,  one  of  the  things  that  we  have  taken  a  very  strong  position 
on  is  that  this  reduction  incentive  should  be  utilized  to  flatten  gov- 
ernment and  reduce  the  excessive  layers  of  management.  That  is 
the  direction  of  the  National  Performance  Review.  Those  are  the 
discussions  we  had  with  the  administration. 

Ms.  Norton.  Wait  a  minute.  Would  you,  then,  bargain  away 
which  managers  are  supposed  to  go? 

Mr.  Sturdivant.  We  would  bargain  and  sit  down  at  the  table 
and  discuss  how  the  work  is  done — numbers,  types  and  grades  and 
positions  of  doing  the  work — and  from  those  discussions  you  would 
then  bootstrap  to  the  point  that  you  don't  have  enough  managers. 
We  are  going  to  be  there  to  make  sure  that  this  does  not  happen 
and  end  up  with  business  as  usual. 

The  understanding  is  this  252,000  reduction  is  going  to  be  mostly 
managers  because  those  are  the  folks  that  would  be  reduced  under 
the  National  Performance  Review,  and  we  see  having  the  National 
Partnership  Councils  in  that  process  as  ensuring  that  this  will  hap- 
pen. 

Ms.  Norton.  Would  some  of  the  rest  of  you  wish  to  respond  as 
well?  I  wonder  if  you  would  be  satisfied  in  having  some  input  into 
the  process.  As  an  old  labor  law  professor,  I  see  all  kinds  of  pos- 
sible unfair  labor  practices  come  against  the  union  as  people  are 
told  that  the  buyout  really  ought  to  be  in  this  division  rather  than 
that  division  and  you  are  not  ready  to  be  bought  out.  I  just  see  all 
kinds  of  complications. 

Then  when  you  mention  managers,  Mr.  Sturdivant,  which  I 
think  is  absolutely  appropriate,  then  I  see  people  in  another  bar- 
gaining unit  bargaining  about  jobs  that  are  outside  their  jurisdic- 
tion, and  I  get  more  and  more  confused  and  think  we  may  end  up 
in  legal  trouble  if  we  proceed  without  thinking  such  a  proposal 
through  very  carefully. 

Mr.  Sturdivant.  Well,  certainly,  we  are  going  to  think  those  pro- 
posals through  very  carefully.  But,  as  employees,  we  have  two 
choices:  either  to  sit  there  and  watch  it  happen  and  have  no  say 
about  it  and  experience  detrimental  impact  on  the  employees  that 
we  represent 
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Ms.  Norton.  Let  me  propose  a  third  alternative. 

Mr.  STURDIVA^^^  [continuing].  Or  come  to  the  table  and  have 
some  say  about  it  in  a  way  that  our  knowledge  and  our  experience 
ultimately  will  result — because  we  are  the  ones  who  will  be  asked 
to  do  more  work  with  less  people. 

Ms.  Norton.  You  are.  And  it  seems  to  me  that  this  Partnership 
Council  is  what  saves  this  proposal.  I  cannot  imagine  that  this  re- 
form could  be  accomplished  without  enthusiastic — and  I  use  that 
word  advisedly — support  of  workers,  the  employees  themselves. 

But  what  we  are  doing  here  may  be  reinventing  unionism  as 
well.  And  in  the  private  sector,  we  have  seen,  for  example,  that  the 
manufacturing  unions  have  managed  to  keep  the  position  and  the 
distance  they  must  have  from  the  employer  while,  at  the  same 
time,  managing  in  some  exquisite  ways  to  do  work  involvement  and 
cooperation,  including  what  amounts  to  reaping  the  benefits  of 
higher  productivity  by  pajonents  in  their  checks  that  reflect  their 
productivity.  It  is  a  real  model. 

So  between  no  participation,  which  is  the  old  hierarchical  indus- 
trial revolution  model,  and  bargaining,  a  word  I  use  in  the  tech- 
nical sense,  which  means  you  go  to  impasse,  which  means  all  the 
approaches,  is  there  not  some  room  for  unions  to  have  a  role  in 
these  decisions  that  may  not  be  classic  bargaining  with  all  of  the 
procedures  that  attend  to  the  bargaining  process? 

Mr.  Sturdivant.  I  don't  see  our  role  in  this  process  as  classic 
bargaining,  going  to  impasse,  and  all  of  the  other  things  that  come 
out  of  the  industrial  labor  relations  process.  But  you  have  to  re- 
member that  the  underl5dng  principle  here  is  to  provide  more  effec- 
tive, more  efficient,  less  costly  government.  And  the  administration 
has  made  the  commitment  that  we  have  something  of  value  to 
bring  to  that  process. 

So  we  will  operate  in  this  process  on  the  basis  of  when  we  sit 
down  to  talk — and  the  administration  has  also  indicated  that  agen- 
cies are  going  to  have  customer  service  requirements.  We  are  going 
to  be  the  ones  who  are  looked  to  to  meet  those  requirements.  So 
we  feel  quite  comfortable  going  to  the  table  and  sitting  down  and 
saying  that  you  cannot  cut.  You  cannot  cut  the  claims  representa- 
tives, but  you  will  have  to  get  rid  of  those  middle-level  managers 
two  and  three  layers  above  the  claims  representatives  because  they 
don't  add  value  to  what  we  are  doing  to  the  taxpayers,  and  these 
are  the  folks  who  should  be  given  the  incentives  to  leave. 

I  feel  quite  comfortable  in  following  that  direction. 

Ms.  Norton.  I  feel  comfortable  with  what  you  have  just  said,  be- 
cause I  do  think  that  there  are  employees,  for  some  of  the  issues 
of  downsizing,  who  will  know  more  than  anybody  else,  and  without 
their  participation  there  may  well  be  unintended  consequences  and 
issues  and  problems  that  might  not  have  occurred.  But,  as  you  say, 
one  may  not  have  to  do  this  with  all  the  trappings  of  classical  bar- 
gaining. 

I'm  sorry,  Mr.  Grordon,  did  you  wish  to  say  something? 

Mr.  GrORDON.  I  just  Wanted  to  describe  what  Mr.  Sturdivant  was 
saying.  My  fear  in  this  is  not  the  involvement  of  unions.  Unions 
can  constructively  be  involved  and  make  very  progressive  and  con- 
structive suggestions.  What  I  am  somevvhat  apprehensive  about  is 
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to  what  extent — and  from  some  of  the  talk  I  hear — who  is  going  to 
do  what. 

The  involvement  of  employees  is  wonderful,  but  the  involvement 
of  employees  to  bypassing  of  unions  can  become  very  dangerous. 
And  I  am  beginning  to  have  a  sense  that  that  could  occur,  and  I 
think  unions  will  have  to  be  very  careful  in  this  regard  that  they 
do  not  give  up  the  statutory  exclusive  representation  rights  that 
the  statute  gives  them. 

Ms.  Norton.  That  is  right.  And  in  that  regard,  management  will 
try  to  hold  you  to  those  statutory  rights. 

Mr.  Gordon.  Exactly. 

Ms.  Norton.  And  that  may  become  a  problem.  I  expect  some  ex- 
pansion of  bargaining  rights  to  come  out  of  this  process  and  cer- 
tainly some  expansion  of  consultation. 

Mr.  Roth,  you  were  one  of  those  who  indicated  bargaining  was 
appropriate.  I  wonder  what  your  response  to  these  inquires  are. 

Mr.  Roth.  I  think  today  that  the  Federal  workforce  has  accepted 
we  are  going  to  downsize.  Instead  of  fighting  with  it,  I  think  we 
are  learning  to  live  with  it.  If  we  have  to  live  with  it,  we  think  we 
should  have  a  say  in  how  it  is  done. 

If  it  is  bargaining,  we  can  talk  about  the  exact  format,  but  the 
concern  is  that,  as  the  problem  is  put  on  the  table,  we  should  be 
there  at  the  very  beginning  to  discuss  it,  try  to  work  out  the  issues, 
say,  did  you  realize  this?  This  is  something  we  found  out  by  work- 
ing on  the  shop  floor. 

I  find  in  government  the  managers  are  not  walking-around  man- 
agers. They  sit  in  their  offices,  rarely  get  out  to  talk  to  the  troops. 
They  rarely  know  what  is  going  on  and  to  have  them  sort  of  look 
at  it  becomes  very  scary. 

In  CRS,  I  think  we  are  accepting  the  fact  we  will  go  through 
downsizing,  and  management  has  started  an  exercise  of  how  to 
best  deal  with  it.  And,  fortunately,  because  we  have  consultative 
management  in  our  contract,  they  have  come  to  the  staff  at  the  be- 
ginning. You  never  get  as  much  as  you  would  like,  but  at  least 
there  is  this  opportunity  for  bottom-up  discussion  and  then  feeding 
back  down  into  the  system.  And  I  think  management,  by  doing  it, 
is  learning  they  have  good  ideas. 

So  it  may  be  informal  bargaining,  but  really  it  is  negotiation.  You 
are  throwing  ideas  back  and  forth  and  trying  to  figure  out  what  is 
best  for  the  agency.  We  don't  want  to  go  out  of  existence  any  more 
than  management  does. 

Ms.  Norton.  Remember,  first  of  all,  bear  in  mind  we  are  talking 
about  buyouts  now,  and  that  is  one  of  the  reasons  what  you  are 
saying  is  appropriate.  We  are  not  talking  about  RIFs.  And  in  case 
anybody  didn't  hear  me,  we  are  not  talking  about  RIFs.  We  will  do 
this  with  buyouts.  Since  we  are  talking  about  buyouts,  we  are  real- 
ly talking  about  voluntary  action  here. 

Now,  one  of  the  reasons  why  I  think  your  involvement  is  impor- 
tant is  that  we  have  heard  stated  here,  as  a  blanket  matter,  with- 
out any  notion  of  how  it  would  be  done,  that  there  would  be  no  co- 
ercion. Well,  we  know  this,  that  workers,  employees,  tend  to  associ- 
ate with  people  in  their  own  units  and  managers  associate  with 
people  in  their  own  units. 
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We  think  that  certainly  would  be  important  if  only,  frankly,  to 
make  sure  that  coercion  doesn't  occur,  that  the  unions  would  be  in- 
volved in,  themselves,  in  this  process.  And  I  fervently  believe  that, 
particularly  when  we  are  talking  about  buyouts,  when  we  do  not 
have  the  normal  adversarial  situation  that  unions,  quite  apart  from 
the  legal  framework  involved,  have  a  role  to  play  here. 

Remember,  though,  that  the  position  that,  as  I  take  it  most  of 
you  take,  is  that  we  are  talking  about  buyouts  largely  to  managers 
in  the  first  place.  And  one  of  your  roles,  it  seems  to  me,  is  to  make 
sure  people  don't  wipe  out  the  ranks  and  not  do  what  the  National 
Performance  Review  said  which  was  to  look  for  what  that  review 
said  is  a  ratio  of  manager  to  employee  that  is  very  hard  to  justify. 
It  seems  to  me  a  role  for  you  there  is  very  important. 

Let  me  say,  Mr.  Roth,  that  what  you  say  about  the  Library  of 
Congress,  is  itself  very  troublesome.  I  believe  the  Library  of  Con- 
gress is  doing  a  deficit  reduction  downsizing  and  not  an  efficiency 
downsizing,  and  I  think  it  is  wrong  on  both  counts. 

First  of  all,  if  it  were  an  efficiency  downsizing  it  would  be  laugh- 
able because,  obviously,  first-come  first-serve  cannot  be  about  effi- 
ciency by  definition.  But  even  if  it  is  a  deficit  reduction  downsizing, 
is  it  early  retirement?  I  am  not  certain  of  exactly  what  it  involves. 

In  any  case,  the  problem  with  the  need  for  some  targeting,  even 
in  deficit  reduction,  seems  to  me  is  called  for  by  the  nature  of  the 
mission  to  make  the  money.  And  if  you  want  to  make  the  dollars, 
then  it  seems  to  me  you  want  to  give  some  guidance  as  to  the  level 
you  are  looking  for. 

For  example,  you  would  want  to  say,  I  am  looking  at  the  highest 
possible  level  I  can  find  where  there  may  be  redundancy  because 
I  want  to  save  the  greatest  amount  of  money  because  this  is  deficit 
reduction  downsizing.  And  I  don't  see  how  they  will  do  it  by  first- 
come  first-serve. 

And  I  do  want  to  say  for  the  record  and  to  staff  that  I  would  like 
a  formal  inquiry  made  of  the  Library  Congress  this  very  day,  as 
this  is  supposed  to  begin,  I  believe,  tomorrow. 

So  that  we  can  get  an  explanation  and  perhaps  do  something 
that  might  encourage  the  Library  of  Congress  to  be  more  rational 
than  appears  to  be  the  case  in  what  they  are  about  to  do.  It  cer- 
tainly isn't  a  model  for  the  National  Performance  Review. 

Have  you  or  your  organizations  at  any  level  at  this  point  any  un- 
derstanding of  your  roles  in  the  proposed  partnership  council  and 
the  role  that  that  body  is  proposed  to  play  in  this  downsizing  ef- 
fort? Are  there  any  details  that  you  have  on  that  at  this  time? 

Mr.  Sturdivant.  During  the  deliberations  that  we  had  with  the 
Administration  on  the  issuance  of  the  executive  order  and  the  es- 
tablishment of  the  National  Partnership  Council,  I  don't  recall  spe- 
cifically talking  about  the — well,  I  don't  recall  specifically  talking 
about  the  downsizing  and  the  buyouts.  We  did  talk  about  the  fact 
that  in  order  to  meet  some  of  the  management  reductions  that  we 
were  proposing  or  that  we  had  put  on  the  table  basically  to  flatten 
the  government  that  we  felt  that  in  order  to  ease  it  a  little  bit — 
in  other  words,  a  lot  of  the  managers  are  as  much  victims  of  the 
system  as  everyone  is  and  we  wanted  to  have  a  safety  net  to  ease 
these  middle  level  managers  who  were  determined  not  to  be  needed 
in  the  workplace  out  of  the  Federal  Grovernment.  We  did  not  talk 
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about  what  role  the  National  Partnership  Council  and  the  attend- 
ant partnership  councils  in  other  agencies  will  play  in  determining 
these  downsizings. 

I  would  suggest  that  if  you  would  look  at  the  executive  orders, 
that  broadens  the  bargaining  scope  for  unions  bearing  in  mind  that 
any  proposal  that  we  put  on  the  table  has  to  have  as  its  genesis 
moving  to  make  the  enterprise  more  effective  and  more  efficient, 
then  the  issue  of  where  these  buyouts  and  where  these  reductions 
are  targeted  would  be  a  fair  subject  for  discussions  and  certainly, 
I  am  not  spesiking  for  all  my  colleagues,  but  certainly  I  think  we 
would  probably  want  to  raise  that  as  an  issue  once  the  National 
Partnership  Council  is  in  progress. 

Mr.  Roth.  I  agree.  We  would  like  to  have  the  same  thing  apply 
to  the  Executive  Branch  but  we  don't  have  the  authority.  You  can 
inform  the  Librarian  of  Congress  that  you  would  like  to  see  them 
follow  it. 

Ms.  Norton.  What  your  members  are  telling  you  about  their 
willingness  to  leave  government  on  the  basis  of  the  25,000  maxi- 
mum. 

Ms.  Susan  Shaw.  We  have  received  numerous  phone  calls  from 
members  in  the  last  several  weeks  both  anticipating  the  introduc- 
tion of  this  legislation  and  asking  questions  about  it  now  that  it 
has  been  introduced.  When  I  have  asked  people  whether  they  are — 
I  explain  its  provisions — when  I  ask  them  if  they  are  going  to  take 
it — No  one  has  given  me  a  definite  yes.  They  are  curious  at  this 
point  and  a  number  of  them  have  raised  questions  about  the  health 
coverage.  It  is  of  concern  and  we  would  particularly  like  to  see  that 
addressed. 

Ms.  Norton.  Do  you  think  there  are  significant  numbers  of  peo- 
ple that  would  stay  because  of  the  health  coverage  issue? 

Ms.  Susan  Shaw.  I  don't  think  that  necessarily  but  I  think  for 
people  who  are  wavering,  are  eligible  or  close  to  being  eligible  for 
retirement  and  who  are  interested  in  creating  a  vacancy  that  this 
would  spur  those  individuals  to  definitely  decide  to  take  it. 

Mr.  Roth.  We  have  approximately  150  some  eligible  either  for 
early  out  or  for  early  retirement.  The  figures  are  somewhere  be- 
tween 14  and  18  people  would  take  that.  A  lot  of  these  people  are 
already  eligible  for  retirement  but  have  been  waiting  for  the  extra 
money  to  come  forward. 

In  dealing  with  other  parts  of  the  library,  they  can't  wait  to  get 
it  and  they  want  to  get  out.  There  was  a  special  announcement  is- 
sued this  morning  on  how  you  are  supposed  to  line  up,  not  stay  in 
the  library  overnight  if  you  don't  have  special  access  because  they 
expect  a  long  line  of  people  to  get  through  the  door,  get  incentives 
and  get  early  out. 

Ms.  Norton.  Do  you  think  there  has  been  a  buildup  and  backlog 
of  people  who  have  lefl,  that  we  might  get  a  good  group  of  people 
taking  advantage  of  this  and  coming  close  to  making  the  goals  that 
have  been  set  and  numbers? 

Mr.  Sturdivant.  I  think  that  the  attrition  rate  has  slowed  for 
two  reasons.  One  is  because  of  the  state  of  the  economy,  frankly, 
and  the  other  is  that  people  who  are  not  in  DOD — I  got  flack  from 
not  expanding  the  buyouts  and  the  early  out  government-wide 
when  we  were  trying  to  focus  on  people  who  were  losing  their  jobs 
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in  DOD.  I  can't  give  you  a  count.  Maybe  some  folks  who  talk  to  a 
lot  of  people — ^you  hear,  what  are  you  doing  about  the  buyouts? 
That  is  a  big  issue  in  this  town.  I  don't  have  any  empirical  data. 

People  call  me  about  early  outs  and  buyouts  all  the  time.  The  in- 
dividuals or  the  leadership  that  I  deal  with  seem  to  be  more  con- 
cerned with  the  fact  that  the  reduction  in  252,000  Federal  employ- 
ees is  going  to  cause  reductions  in  force.  The  thrust  seems  to  be 
you  need  to  do  everything  you  can  so  we  don't  have  RIFs.  That  is 
where  I  am  getting  a  lot  of  input. 

Ms.  Norton.  That  is  interesting.  One  of  the  reasons,  frankly, 
that  I  want  to  do  my  best,  at  least  from  where  I  sit,  to  take  that 
off  the  table,  is  I  think  the  Administration  will  hurt  itself.  First  of 
all,  they  have  been  at  great  pains  to  send  a  message — they  don't 
talk  about  RIFs,  they  talk  about  early  buyouts.  We  know  they 
mean  it.  We  know  they  are  trjdng.  I  asked  the  Vice  President  him- 
self at  a  DSG  executive  committee  meeting  whether  he  ruled  out 
RIFs.  He  would  not  say  that  he  ruled  out  RIFs  and  he  did  put  the 
greatest  possible  emphasis  here,  if  they  read  the  literature,  if  they 
look  at  the  experience  they  will  know  that  even  without  meaning 
to  sabotage  reform,  employees  will  not  help  you  reform  them  out 
of  a  job,  and  you  cannot  expect  them  to  do  so.  If  you  are  straight 
with  them  upfront  that  we  have  a  goal,  that  we  are  going  to  try 
to  meet  the  goal  over  time,  if  we  can't  meet  it  perhaps  stretching 
the  time  out,  but  not  to  firing  you,  you  will  get  pulling  as  a  team. 

Nobody  is  going  to  be  on  a  team  to  work  them  out  of  a  job.  I  am 
trying  to  help — not  only  to  save  jobs  of  people  whom  I  represent, 
God  knows  I  am  trying  to  do  that,  but  I  am  also  trying  to  help  the 
Administration  to  help  itself  It  needs  to  send  a  signal  this  is  not 
about  losing  your  job  and  the  best  evidence  of  it  is  that  we  have 
gone  to  the  Congress  first  thing  to  get  this  authority. 

They  ought  to  use  that  and  disclaim  layoffs  or  somewhere  down 
the  line  when  you  begin  to  count  how  many  people  have  taken 
buyouts  it  will  ripple  through  the  agencies  that  they  are  not  going 
to  come  close  to  X  or  Y  figure  and  you  will  begin  to  see  reform  col- 
lapse. 

How  many  times  do  we  have  to  see  that  happen  to  know  what 
the  private  sector  has  learned,  to  tell  people  we  are  going  to 
downsize,  we  have  found  a  way  to  do  it,  help  us  increase  productiv- 
ity. 

We  have  seen  it  work  over  and  over  again,  and  I  have  never  seen 
it  work  where  an  employer  says  we  are  going  to  downsize  and  we 
need  your  help  and  we  are  going  to  use  whatever  incentives  we  can 
and  if  we  don't  meet  them  those  of  you  who  are  helping  us  to  im- 
prove our  productivity  will  be  out  on  the  street. 

Does  everybody  hear  me?  That  ain't  the  way  to  do  it.  I  am  going 
to  do  all  I  can  to  see  that  it  is  not  done  that  way. 

Mr.  Sturdivant.  We  really  thank  you  for  your  support.  The 
three  unions  had  extensive  long-term  discussions  with  the  Admin- 
istration as  we  were  trying  to  craft  this  labor-management  partner- 
ship, including  two  meetings  with  the  Vice  President  himself  face 
to  face  in  the  White  House. 

We  told  them  that  up  front,  that  we  want  to  change  the  way  we 
do  business;  we  want  to  be  part  of  the  solution,  not  part  of  the 
problem,  but  we  certainly  are  not  going  to  change  the  way  you  do 
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business  if  it  means  the  people  that  we  represent  are  going  to  be 
out  on  the  streets. 

One  of  the  things  we  continue  to  hammer  with  them  on  is  you 
can't  ask  workers  to  be  more  productive,  to  do  the  types  of  things 
that  I  need  to  do  to  change  the  way  government  does  business 
without  some  measure  of  job  security.  That  is  the  reason  that  we 
talked  about  and  continue  to  talk  about  reducing  the  number  of 
managers. 

You  asked  about  where  that  number  252,000  came  from.  Nobody 
seems  to  know.  We  talked  to — I  think  it  came  from  a  spin  doctor 
at  the  White  House  who  is  more  interested  in  meeting  some  of  the 
commitments  that  the  Administration  had  made  on  deficit  reduc- 
tion and  the  problems  that  they  had  in  getting  budget  reconcili- 
ation. 

But,  once  again,  we  told  them  up  front  in  no  uncertain  terms  if 
you  start  putting  numbers  on  these  proposals,  a  lot  of  them  are 
really  good  and  will  change  the  way  government  does  business,  but 
if  you  start  putting  financial  savings  and  numbers  of  employees  on 
these  things  what  will  happen  is  that  you  will  not  have  any  ration- 
al coherent  discussion  about  the  merits  of  your  proposals  to  change 
how  government  does  business. 

Any  time  you  put  those  numbers  out  remember  George  Bush's  15 
million  new  jobs.  They  are  going  to  come  back  to  haunt  them.  We 
advised  them  several  times  about  using  that  strategy  and  that  tac- 
tic. I  guess  they  felt  they  needed  to  do  that  in  order  to  get  the  nec- 
essary headlines  or  whatever  they  needed  beyond  the  Beltway,  and 
it  has  made  it  very  difficult  for  us  to  move  our  organizations  and 
our  leadership  in  the  direction  we  think  government  needs  to  go  in 
order  to  do  business.  I  think  it  was  some  spin  doctor. 

Ms.  Norton.  I  have  no  problem  with  setting  goals.  I  understand 
your  point. 

Ms.  Susan  Shaw.  I  was  just  going  to  add  that  we  heard  0PM, 
I  believe,  earlier  today  talking  about  how  60,000  to  100,000  people 
might  take  these  early  outs.  If  we  are  really  looking  at  whether 
this  250,000  employee  figure  is  accurate,  there  is  a  big  gap — if  we 
are  not  talking  about  RIFs,  what  are  we  talking  about? 

Ms.  Norton.  Let  me  say  that  one  distinction  that  must  be  borne 
in  mind  is  the  difference  between  downsizing  for  deficit  reduction 
and  downsizing  for  reform.  Even  in  the  testimony  we  heard  this 
morning  from  Ms.  Green,  there  seemed  to  be  some  confusion  there 
in  talking,  for  example,  about  a  90-day  window  early  in  the  year 
so  as  to  make  the  savings. 

That  is  fine  with  me.  It  makes  sense.  But  it  does  tend  to  put  the 
emphasis  on  making  the  savings,  and  we  have  done  that  and  we 
did  what  they  proposed  to  do.  That  is  why  in  order  to  make  the 
case  for  layoffs  they  have  to  come  back  with  something  other  than 
deficit  reduction  and  other  than  we  did  not  make  a  number  that 
looks  very  much  like  a  number  for  savings  for  its  own  sake  or  sav- 
ings for  the  deficit's  sake.  In  other  words,  downsizing  for  reform 
must  not  become  a  pretext  for  downsizing  for  deficit  reduction.  If 
the  Administration  feels  it  must  have  more  from  the  employee 
package  for  deficit  reduction,  it  must  come  to  this  committee  forth- 
right and  say  we  need  it  and  then  we  will  consider  it,  but  we  will 
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not  allow  it  to  be  done  in  camera  and  as  a  pretext  for  something 
it  is  not. 

Mr.  Sturdivant.  Once  again,  this  is  something  that  we  have  told 
the  Administration  is  if  you  are  talking  about  efTiciency  and  if  you 
are  talking  about  effectiveness  in  a  lot  of  instances,  and  I  know 
they  don't  want  to  hear  this,  you  got  to  add  people.  If  you  have 
folks  collecting  revenue,  you  don't  want  to  reduce  those  individuals; 
you  need  more  people  collecting  revenue  such  as  the  Social  Security 
Administration  where  they  are  talking  about  the  800  number  will 
be  answered  on  the  second  ring.  My  response  is  you  better  get 
some  people  on  those  phones  or  you  better  start  thinking  about 
voice  mail  or  additional  technology,  because  we  can't  do  it  now.  So 
in  a  lot  of  instances  if  you  want  to  do  things  more  efficiently  and 
more  effectively,  a  lot  of  times  you  have  to  add  people  and  there 
doesn't  seem  to  be  that  direction  in  the  Administration,  because 
there  is  a  focus  on  just  cutting. 

Ms.  Norton.  Chairman  McCloskey. 

Mr.  McCloskey.  Thank  you  very  much.  Madam  Chair. 

John,  you  weren't  here  when  I  was  speaking  earlier.  I  enjoyed 
your  statement  last  night.  One  of  the  main  items  of  interest  is 
mandatory  placement  for  all  displaced  employees.  I  brought  that 
up  to  Ms.  Green  this  morning.  We  could  have  tens  of  thousands  of 
employees  so  interested.  Is  there  a  way  to  do  that  and  make  it 
mandatory?  How  do  you  see  that  being  faced,  and  anyone  else? 

Mr.  Sturdivant.  You  mean  placement  for 

Mr.  McCloskey.  Interagency  transfers,  in  effect. 

Mr.  Sturdivant.  Of  course.  Let  me  just  give  you  a  situation  we 
have.  Like  we  have  Charleston  that  is  shutting  down  and  we  have 
individuals  I  think  in  supply  and  somewhere  else.  GSA  is  hiring 
supply  people,  but  rather  than  giving  an  opportunity  for  the  indi- 
viduals who  are  going  to  lose  their  jobs  at  Charleston,  they  are  hir- 
ing from  outside. 

I  would  think  you  would  need  a  lot  of  technology  and  I  would  like 
to  see  it  modeled  along  the  lines  of  the  DOD  stopper  list,  where  ba- 
sically you  use  computer  technology.  You  have  people  register.  You 
have  them  given  an  opportunity  to — we  see  that — we  feel  strongly 
about  that  because  of  the  fact  if  you  do  not  have  a  coherent  long- 
term  policy  to  reduce  the  Federal  work  force  and  still  take  care  of 
people  who  don't  want  to  be  reduced,  then  it  is  not  going  to  work, 
and  we  think  that  is  a  piece  of  it  that  could  help  it  work. 

Mr.  Roth.  I  agree.  I  think  technology  is  your  answer  to  your 
problem.  Why  can't  you  match  skills  of  people  and  when  a  job 
comes  up,  it  comes  up  on  the  computer  and  you  try  to  match  the 
two? 

Mr.  McCloskey.  I  am  not  being  picky;  I  want  to  get  clear.  That 
could  be  an  administratively  improved  and  defined  but  still  to  some 
degree  discretionary  system.  If  you  say  mandatory,  would  that  not 
almost  imply  a  right  to  a  job  in  another  agency? 

Mr.  Roth.  Opportunity  of  first  refusal.  They  should  at  least  go 
to  the  person  being  put  out  first  and  look  at  them  before  you  search 
elsewhere. 

Mr.  McCloskey.  That  would  be  mandatory. 
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Mr.  Gordon.  Because  they  are  expensive,  because  you  may  have 
very  involuntary  transfers  which  involve  transfer  costs,  et  cetera. 
You  would  have  to  make  budgetary  provisions  for  that,  too. 

Ms.  Susan  Shaw.  I  think  what  we  have  now  is  a  discretionary 
system  that  doesn't  seem  to  be  working.  I  think  you  probably  have 
to  go  towards  a  mandatory  system  to  make  this  work. 

Mr.  McCloskey.  Is  this  program  only  going  to  have  impact  as 
far  as  likely  increases  in  contracting  out?  Could  it  be  used  as  a  foot 
in  the  door,  a  Trojan  horse  or  subterfuge  for  greater  contracting 
out?  We  have  the  savings 

Mr.  Sturdivant.  That  argument  was  made. 

Mr.  McCloskey.  We  are  still  getting  it  done  with  other  money 
and  private  contracting  personnel. 

Mr.  Sturdivant.  That  argument  was  made  that  certain  parts  of 
this  tracked  Senator  Roth's  bill  or  it  looks  like  it  in  places.  That 
argument  was  made.  I  would  suggest,  though,  that  under  the  NPR 
recommendations  there  will  be  more  of  an  opportunity  for  Federal 
employees  to  capture  work  that  has  been  contracted  out  because  we 
will  be  moving — if  we  are  talking  about  effectiveness  and  efficiency 
and  costs,  then  we  certainly  are  going  to  argue  that  we  are  talking 
about  not  just  personnel  costs  inside  the  government  or  not  just  ef- 
fectiveness and  efficiency  inside  the  government  but  effectiveness 
and  efficiency  in  those  contractors  who  are  doing  work  for  the  gov- 
ernment. 

Under  the  current  rules,  once  work  leaves  you  can't  get  it  back. 
It  is  very  difficult  to  get  it  back  because  there  is  no  opportunity  to 
recompete  for  the  work.  We  have  got  a  situation  in  Whitby  Island, 
Washington,  where  our  members  tell  us  that  the  work  was  gone, 
they  have  been  tracking  the  work  and  that  they  can  do  it  cheaper 
but  that  the  Navy  won't  give  them  an  opportunity  to  compete  for 
it. 

Under  the  new  rules  proposed  by  the  National  Performance  Re- 
view, we  will  have  an  opportunity  to  not  only  compete  for  the  work 
but  an  opportunity  to  sit  down  with  management  and  talk  about 
the  importance  of  getting  rid  of  the  overhead,  getting  the  additional 
training  that  we  need,  getting  the  up-to-date  technology  that  we 
need,  and  then  I  would  submit  to  you  that  on  90-some  percent  of 
those  competitions  Federal  employees  will  win  if  we  have  a  level 
playing  field. 

Mr.  Gordon.  Now  you  have  a  situation  where  this  contracting 
out  situation,  by  circuit  court  decree  you  cannot  even  discuss. 
Under  the  approach  outlined  here,  they  get  to  the  bargaining  table 
where  you  cannot  get  there  now.  So  we  are  hopeful  that  something 
can  happen  with  contracting  out. 

Mr.  McCloskey.  Do  you  have  further  specific  ideas  and  sugges- 
tions as  to  implementation  of  quality  training  opportunities? 
Frankly,  I  think  the  statement  of  the  policy  that  I  heard  today  is 
just  quite  general.  Are  there  any  concerns  as  to  budgetary  impact, 
planning  ahead  of  time,  et  cetera,  that  need  to  be  further  ad- 
dressed, actual  training  costs,  et  cetera,  and  numbers  of  people? 

Mr.  Sturdivant.  I  think  that  the  recommendations  that  they  are 
making  to  change,  to  give  more  flexibility  to  how  they  give  training 
and  with  the  opportunity  for  employees  to  have  input  into  who  gets 
training  and  for  what,  I  think  will  enhance  the  training  dollar  that 


86 

is  now  spent.  I  would  submit  to  you  that  the  training  dollar  as  it 
is  spent  now  is  not  spent  very  efficiently  and  that  with  more  flexi- 
bility in  the  law  and  with  the  participation  of  employees  in  the 
process  I  believe  that  we  can  spend  that  training  dollar  more  effi- 
ciently. 

Mr.  Roth.  I  think  you  do  need  to  do  a  lot  of  planning  for  this. 
In  my  testimony  I  point  out  recommending  not  looking  at  training 
plans  but  staffing  plans,  do  long  run  staffing  plans  and  look  at  the 
staff  you  have  there  and  who  can  be  trained.  If  you  just  say  do  it, 
it  never  happens  and  doesn't  happen  very  well. 

Ms.  Susan  Shaw.  We  reached  an  agreement  with  IRS  about  a 
new  training  program  that  we  hope  to  have  in  place  by  the  end  of 
next  year  where  they  will  train  employees  with  somewhere  be- 
tween one  to  three  year  commitments  to  do  ongoing  training,  re- 
training, skills  upgrading,  making  individuals  eligible  for  career 
paths  such  as  why  are  we  not  training  secretaries,  when  we  no 
longer  need  as  many  secretaries,  to  become  paralegals.  Let's  give 
them  the  training  that  they  need. 

The  IRS  has  committed  to  attempt  to  hold  on  to  both,  to  give  2 
percent  of  its  salary  accounts  for  training  and  to  set  that  aside  and 
to  make  every  attempt  to  hold  on  to  it.  Every  time  there  is  a  budg- 
et crunch,  one  of  the  first  things  to  go  is  training  and  travel.  We 
need  to  address  that. 

Mr.  Roth.  Training  doesn't  have  to  be  external.  You  can  have 
qualified  staff  who  can  do  the  training.  It  is  not  a  budgetary  cost, 
but  it  is  a  direct  cost. 

Mr.  McCloskey.  Thank  you. 

Ms.  Norton.  Thank  you.  In  your  program  of  mandatory  offers  of 
other  positions  it  sounds  to  me  like  minimally  what  one  would 
want  to  do,  but  in  effect  you  are  talking  about  adapting  a  program 
that  has  been  used  in  an  agency  where  layoffs  were  inevitable. 
That  is  to  say — one  wonders  how  adaptable  that  is.  It  may  be  that 
we  will  get  to  some  whole  units  that  don't  fit  any  longer  and  this 
becomes  adaptable,  but  in  DOD  they  are  dealing  with  an  agency 
that  is  being  shrunk  right  under  your  nose  not  because  somebody 
is  trjdng  to  make  it  more  efficient  but  because  you  don't  need  them 
to  do  the  things  they  were  doing,  so  that  they  look  for  jobs  else- 
where and  seem  to  have  done  a  very  good  job  at  it. 

Here  the  testimony  of  Ms.  Green  seemed  to  indicate  that  there 
weren't  going  to  be  a  lot  of  openings  in  the  government,  that  people 
were  not  going  to  be  able  if  they  were  going  to  try  to  meet  these 
targets  to  get  one  replacement  for  every  two  who  leaves.  Have  you 
thought  about  where  in  a  situation  where  you  are  trying  not  to  do 
layoffs  a  layoff  alternative  such  as  mandatory  placement  fits?  We 
are  asking  people  to  be  bought  out  now.  How  would  you  do  it  with- 
out in  fact  threatening  layoffs? 

Mr.  Roth.  Buyouts  are  done  hopefully  to  prevent  layoffs.  I  am 
not  as  optimistic  as  you  are  that  there  won't  be  layoffs.  If  buyouts 
won't  work,  what  next?  You  only  have  so  much  money  and  it  is 
going  to  shrink  over  the  years.  The  funding  for  locality  raises,  we 
are  happy  to  get  it.  Having  the  agency  swallow  it,  they  can  only 
do  it  so  many  times  before  they  burp. 

Ms.  Norton.  I  understand  that  with  152,000.  When  we  pile  on 
another  100,000,  we  get  into  something  that  may  break  the  camel's 
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back.  For  the  152,000,  we  have  taken  into  account  how  that  will 
be  reached.  That  has  been  done  down  to  the  last  nickel  and  there 
should  not  be  layoffs  as  a  result  of  that. 

Mr.  Roth.  In  the  case  of  the  Library,  they  are  offering  early  outs 
because  they  figure  with  what  Congress  told  them  in  the  appro- 
priations bill  they  have  to  reduce  4  percent  the  next  two  years. 
They  got  to  get  rid  of  399  in  that  two  year  period.  The  reason  they 
are  offering  this  is  because  of  that  mandate.  It  has  nothing  to  do 
with  becoming  more  efficient.  I  think  a  lot  of  agencies  are  facing 
that.  It  is  budgetary  driven  right  now.  Because  the  4  percent  is  an 
initiative  that  came  out  of  Congress  they  went  along  with  it  to  cut 
down  the  size  of  government. 

Ms.  Norton.  That  assumes  layoffs  would  occur  if  you  don't  do  it 
because  it  is  deficit  reduction.  That  is  not  what  the  buyout  proposal 
is  theoretically  about.  I  am  tr3dng  to  get  people  to  voluntarily  leave 
the  government  altogether.  Why  are  you  doing  mandatory  place- 
ment at  the  same  time;  because  they  are  not  being  RIFed 

Mr.  Roth.  There  are  areas  of  government  that  do  need  additional 
staff.  It  is  not  a  static  or  homogeneous  organization. 

Ms.  Norton.  We  don't  right  now.  I  take  it  with  whatever  RIFs 
the  government  has  been  doing  for  all  these  years,  it  does  not  have 
an  outplacement  within  its  own  work  force,  a  system  for  placing 
people  across  agency  lines  within  its  own  work  force.  If  you  get  a 
RIF  notice,  there  is  no  place  that  pushes  into  the  computer  and 
then  says  but  there  is  an  opening.  That  is  outrageous. 

Mr.  Sturdivant.  It  is  a  very  amorphous  system.  To  my  knowl- 
edge, it  is  not  something  that  utilizes  the  most  current  technology 
in  matching  people  with  skills  across  government-wide. 

Ms.  Norton.  Of  course  DOD  is  doing  that. 

Mr.  Sturdivant.  DOD  basically  does  it  because  they  have  what 
is  known  as  the  stopper  list.  We  worked  with  DOD  to  get  them  to 
open  up,  even  to  open  up  the  stopper  list  a  little  bit  and  not  make 
it  so  restrictive.  To  use  a  phrase  and  some  discussions  I  had  with 
them,  I  said  if  DOD  can  shoot  a  missile  6,000  miles  and  land  it  in 
a  space  of  a  football  field,  you  ought  to  be  able  to  come  up  with 
a  system  where  you  can  match  jobs  with  people.  Their  response 
was  you  have  a  point  there.  They  had  been  doing  it  before  but  we 
kind  of  encouraged  them  to  do  better. 

I  have  to  say  DOD  has  worked  closely  with  us  and  we  have  been 
able  to  get  information  back  from  the  field.  People  who  had  ques- 
tions, people  who  didn't  feel  that  the  program  was  being  appraised 
right,  they  worked  with  them  and  they  have  done  a  very  good  job 
on  it. 

We  can  learn  a  lot  and  0PM  can  learn  a  lot  from  DOD.  I  suggest 
that  is  an  area  that  you  might  want  to  keep  a  very  close  eye  on 
is  to  make  sure  that  the  people  in  0PM  are  utilizing  the  expertise 
and  experience  and  skills  that  have  been  developed  by  going 
through  this  process  in  DOD  so  as  to  keep  them  from  making  some 
obvious  mistakes. 

Mr.  Sullivan.  Prior  to  last  year's  DOD  authorization  bill  place- 
ment was  all  done  agency  by  agency.  The  DOD  stopper  list  was  re- 
stricted to  other  DOD  facilities.  What  changed  in  the  fiscal  year 
1993  DOD  authorization  bill  and  was  one  of  the  things  the  unions 
pushed  in  previous  hearings  before  the  committee  was  to  create  a 
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government-wide  placement  list,  so  for  the  first  time  there  was  a 
government-wide  placement  list  recognizing  the  downsizing  that 
was  going  to  occur  in  DOD. 

The  issue  goes  back  to  training.  We  are  not  advocating  manda- 
tory placement  fi"om  one  job  in  one  agency  to  the  same  job  in  an- 
other agency.  What  this  is  about  is  training  people  for  new  skills. 
That  is  really  the  key  to  making  downsizing  work.  Mandatory 
placement  by  itself  isn't  going  to  work  because  unemployment,  as 
you  know,  is  changing.  Traditionally,  unemplo3rment  was — there 
was  a  downturn  in  the  industry  in  which  you  worked,  you  were 
laid  off  six  months  and  you  were  hired  back  at  the  same  job  when 
the  business  cycle  turned  back  up.  Through  greater  technology, 
now  jobs  are  eliminated. 

Ms.  Norton.  As  I  understand  what  has  been  said  here  this  after- 
noon, the  NPR  report  does  not  include  a  mandatory  government- 
wide  placement  system — we  are  talking  about  12-and-a-half  million 
employees  who  occupy  virtually  every  kind  of  job  found  in  the  pri- 
vate sector.  If  all  of  them  went  away  just  going  across  agency  lines, 
most  people  if  they  waited  long  enough  could  find  a  comparable  job 
somewhere  within  this  huge  workplace,  the  largest  probably  in  the 
world;  certainly  one  of  them. 

Is  there  an3d;hing  in  the  report  that  mandates  what  DOD  has  at 
large  for  the  entire  Federal  workplace? 

Mr.  Sturdivant.  You  got  to  remember  that  there  are  more  re- 
ports coming.  Basically,  what  we  have  seen  is  the  summary  of  the 
recommendations,  and  there  are  various  other  what  they  call  sys- 
tems reports,  I  guess,  and  agency  reports.  We  have  reviewed  exten- 
sively what  they  call  the  human  resources,  which  deals  with  per- 
sonnel stuff.  I  don't  recall  seeing  anjdhing  in  there  along  those 
lines.  I  don't  know  what  might  be  in  some  of  the  other  agency  rec- 
ommendations. I  don't  know — I  do  remember  reviewing  the  Depart- 
ment of  Labor  reinvention  reports  and  there  are  some  pieces  in 
there  to  improve  the  job  search  and  placement  out  of  the  Depart- 
ment of  Labor,  but  I  would  just  hesitate  to  say  that  there  isn't  any- 
thing there,  because  they  are  still  working  on  trying  to  get  those 
reports  out. 

Ms.  Susan  Shaw.  One  thing  that  is  there  that  could  be  inter- 
preted as  a  step  in  this  direction  is  the  need  to,  the  NPR  does  dis- 
cuss the  need  to  cross  train  the  Federal  work  force,  that  you  have 
got  to  be  trained  not  just  in  the  narrow  job  description  you  pres- 
ently occupy  but  you  need  to  be  trained  in  what  your  agency's  mis- 
sion is.  This  can  be  helpful  when  we  are  talking  about  taking  an 
employee  out  of  one  job  and  placing  them  in  another  but  making 
them  qualified 

Ms.  Norton.  I  agree.  Cross  training  is  state-of-the-art  under- 
standing of  how  the  new  work  force  is  going  to  operate.  If  you  cross 
train  and  then  RIF,  I  am  not  sure  that  the  government  has  done 
anything  more  than  incur  the  expense  of  the  private  sector  to 
where  that  person  may  go.  If  you  didn't  train  another  person,  if  you 
didn't  set  up  the  training  program,  if  you  have  this  huge  workplace 
and  don't  have  a  central  place  where  somebody  can  find  out,  even 
if  he  is  not  being  RIFed,  that  there  is  another  job  that  he  might 
fit,  then  there  is  waste  in  that  lack  of  knowledge  throughout  the 
workplace. 
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I  believe  it  is  a  large  enough  issue  that  it  should  have  been  in 
the  reinventing  government  report  because  the  notion  of  simply 
cross  training  people  has  been  a  state-of-the-art  for  so  long  now  it 
is  not  a  new  idea,  certainly  not  as  new  an  idea  as  many  of  the 
ideas  of  reinventing  government  is.  Most  workplaces  are  not  large 
enough  so  that  you  can  do  that  much  with  placing  people  different 
places,  and  yet  your  best  companies  do  it  and  often  unions  require 
that  you  do  do  it  so  that  people  know  where  jobs  are  and  job  post- 
ing is  required.  In  fact,  for  affirmative  action  purposes  we  often  re- 
quire job  posting.  Knowledge  alone  can  do  part  of  the  job  here.  Of 
course,  training  is  absolutely  essential  in  this  day  and  age  but 
again,  for  what  end?  If  you  don't  have  a  state-of-the-art  commu- 
nication system  it  may  just  lie  fallow. 

Mr.  Sturdivant.  In  an  effort  to  try  to  help  them  out  a  bit,  if  you 
recall  in  the  NPR  report  there  is  a  recommendation  for  the  govern- 
ment to  make  it  easier  for  people  to  find  out  how  to  get  jobs  in  the 
government.  As  you  know,  it  is  very  difficult  for  people  to  find  out 
where  to  apply,  to  know  about  the  registers.  So  I  would — ^there  is 
a  possibility,  and  I  am  not  speaking  for  them,  I  am  just  trying  to 
help  them  out  a  bit — there  is  a  possibility  that  they  might  be  able 
to  get  at  a  piece  of  that  as  they  reinvent  the  process  of  applying 
for  a  Federal  job. 

It  seems  to  me  that  whatever  technology  that  you  either  buy  or 
obtain  that  will  make  it  more  citizen-friendly  to  find  out  all  the  in- 
formation they  need  to  know  about  Federal  jobs,  how  to  apply  for 
one  and  how  to  get  one,  could  be  applied  to  how  to  deal  with  people 
who  are  currently  in  the  Federal  Government  and  who  would  need 
a  job. 

Ms.  Norton.  I  have  one  more  question  and  that  is  about  the  90- 
day  period.  Ms.  Shaw,  I  think,  suggested  that  it  was  too  short,  and 
as  one  problem  suggested  that  the  agency  might  pay  the  bulk  of 
the  salary  and  therefore  have  less  incentive.  But  when  the  person 
is  gone  the  person  is  gone  for  years,  not  until  the  end  of  that  fiscal 
year,  and  the  savings — of  course  this  plan  looks  a  year  out. 

Ms.  Green  testifies  that  she  wants  to  get  the  movement.  Obvi- 
ously she  has  some  monetary  concerns  as  well.  Do  you  all  think 
that  a  90-day  period  is  too  short  and  if  you  go  until  September  30, 
1994,  Ms.  Shaw,  won't  you  just  have  people  putting  it  off  and  not 
get  the  efficient  moving  out  and  downsizing  and  figuring  out  how 
you  are  going  to  reconfigure  the  government?  Can't  you  say  make 
up  your  mind,  here  it  is,  take  it  and  run? 

Ms.  Susan  Shaw.  We  weren't  suggesting  that  the  90-day  period 
is  necessarily  too  short  but  rather  that  by  the  time  Congress  ap- 
proves this  and  agencies  get  their  programs  running,  we  are  likely 
to  be  looking  at  the  first  of  December  when  an  agency  can  say  here 
are  the  divisions  we  want  to  offer  this  in,  here  are  the  people  we 
think  should  be  eligible. 

We  were  suggesting  that  because  an  agency  will  have  already  ex- 
pended quite  a  bit  of  that  employee's  salary  by  the  time  they  get 
off  the  payroll  it  may  not  be  as  efficient  for  them  to  do  it  this  fiscal 
year  but  at  the  beginning  of  the  next  fiscal  year.  They  have  ac- 
counted in  their  budget  for  that  employee  being  on  the  payroll,  but 
rather  than  pajring  any  portion  of  that  employee's  salary  they  will 
be  able  to  get  them  off  earlier,  perhaps  making  payouts  available 
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to  a  greater  number  of  employees  in  agencies  that  need  to  downsize 
considerably. 

If  they  are  going  to  have  to  pay  this  out  of  their  salary  and  ex- 
pense accounts,  some  agencies  may  not  be  able  to  afford — agencies 
that  are  employee  intensive  may  not  be  able  to  afford  to  make 
early  outs  available  to  all  of  their  people.  If  you  allow  them  to  do 
it  this  fiscal  year  and  the  beginning  of  the  next  fiscal  year  as  well, 
it  is  something  that  could  be  looked  at  in  terms  of  giving  an  agency 
a  little  more  flexibility,  especially  those  who  may  have  budget  prob- 
lems. 

Ms.  Norton.  I  certainly  can  see  what  you  mean  in  terms  of 
agency  costs.  I  want  to  thank  each  and  every  one  of  you  for  testi- 
mony that  is  absolutely  essential  and  extremely  helpful  to  our  con- 
sideration of  these  issues.  Thank  you  very  much. 

Ms.  Norton.  I  want  to  call  our  last  two  witnesses,  Mr.  Bruce 
Moyer  and  Mr.  G.  Jerry  Shaw.  Mr.  Bruce  Moyer,  Executive  Direc- 
tor of  the  Federal  Managers  Association. 

Mr.  Moyer.  Thank  you  very  much.  Madam  Chair.  With  your  in- 
dulgence, I  would  like  to  defer  to  my  comrade,  Mr.  Shaw,  inasmuch 
as  he  has  a  4  o'clock  plane  to  catch  and  needs  to  get  back  to  the 
office.  I  will,  with  your  permission,  follow  Jerry. 

Ms.  Norton.  Absolutely. 

STATEMENTS  OF  BRUCE  MOYER,  EXECUTIVE  DIRECTOR,  FED- 
ERAL MANAGERS  ASSOCIATION,  AND  G.  JERRY  SHAW,  GEN- 
ERAL COUNSEL,  SENIOR  EXECUTIVE  ASSOCIATION 

Mr.  Jerry  Shaw.  Thank  you  for  holding  these  hearings.  I  have 
a  number  of  points  in  our  testimony  and  I  will  let  your  staff  read 
them.  I  will  confine  my  remarks  to  one  point.  We  have  surveyed 
as  best  we  could  a  number  of  SES,  GS-14's  and  15's  and  asked 
them  if  they  would  accept  the  buyouts.  Most  of  them  would  not. 
The  amount  of  money  is  not  sufficient  to  incentivize  them  because 
if  a  RIF  came  about  they  will  be  able  to  fall  back  and  get  saved 
pay,  et  cetera. 

The  one  thing  that  would  incentivize  them,  however,  is  an  elimi- 
nation of  the  2  percent  per  year  reduction.  We  recognize  that  is  too 
expensive  for  those  under  age  55.  So  looking  through  the  FPM  and 
through  the  law  we  have  come  up  with  an  alternative  that  we  hope 
you  will  seriously  consider. 

Under  current  law,  Federal  employees  can  make  voluntary  con- 
tributions to  the  civil  service  retirement  system.  Those  contribu- 
tions will  yield  for  each  $100  deposited  $7  currently  in  additional 
annuity  and  the  employee  remains  free  to  draw  out  the  contribu- 
tion with  interest  if  the  employee  does  so  prior  to  receiving  an  an- 
nuity. We  request  that  the  agencies,  rather  than  paying  the  em- 
ployee an  amount  of  money  up  to  $25,000,  be  allowed  to  deposit 
that  money  in  the  employees'  civil  service  retirement  fund  and/or 
their  FERS  Thrift  retirement  account.  If  the  employee  does  not 
have  a  choice  of  taking  the  cash  or  the  money  in  the  retirement  ac- 
count, then  there  should  be  no  tax  liability.  We  have  consulted 
with  IRS  on  this.  At  the  time  the  money  is  placed  in  the  fund  by 
the  agency,  the  employee  (as  is  currently  allowed  under  the  vol- 
untary contribution  plan)  would  be  allowed  to  withdraw  that 
money  any  time  he  or  she  chooses.   Therefore,  if  the  employee 
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chooses  at  the  time  that  he  or  she  leaves  government  to  take  the 
cash,  they  could  withdraw  the  cash  but  they  would  pay  the  taxes 
due  at  that  time.  That  is  the  way  the  law  currently  works  for  the 
voluntary  contribution  plan. 

Finally,  there  would  be  no  COLA  payment  on  the  additional  an- 
nuity that  the  employee  would  receive  from  their  cash  contribution, 
the  same  as  with  the  voluntary  retirement  contribution  under  5 
LF.S.C.  8343,  and  consequently  there  would  be  no  additioned  cost  to 
the  government. 

There  would  be  no  additional  cost  to  the  government.  The  agency 
would  be  paying  the  same  amount,  they  would  just  pay  it  into  the 
retirement  fund.  The  effect  is  it  would  be  a  nontaxable  transaction 
to  the  employee  at  that  time  and  would  reduce  the  amount  of  an- 
nuity reduction  the  employee  would  take  under  an  early  retire- 
ment, rather  than  making  their  own  voluntary  contribution. 

It  has  a  number  of  benefits.  We  see  no  downside  to  it  and  it  gives 
the  employees  in  the  higher  levels  of  government  much  more  incen- 
tive to  accept  the  the  incentive  program  and  leave  government. 
Thank  you. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Shaw. 

[The  prepared  statement  of  Mr.  Jerry  Shaw  follows:] 

Prepared  Statement  of  G.  Jerry  Shaw,  General  Counsel,  Senior  Executive 

Association 

Good  morning  Chairwoman  Norton  and  Chairman  McCloskey.  My  name  is  Jerry 
Shaw.  I  am  the  General  Counsel  to  the  Senior  Executives  Association.  SEA  appre- 
ciates the  opportunity  to  appear  and  testify  before  you  today  on  the  Federal 
Workforce  Restructuring  Act  of  1993.  We  commend  both  of  your  leadership  on  this 
and  other  matters  of  concern  to  federal  employees.  We  also  wish  to  commend  the 
hard  work  Congressman  Hoyer,  who  has  worked  so  hard  with  you  to  ensure  fair 
treatment  for  all  in  the  federal  community. 

We  have  examined  the  provisions  of  the  Act,  and  have  some  suggestions.  Some 
in  Congress  and  the  public  question  the  necessity  for  buy  out  provisions  in  order 
to  downsize  the  government.  They  see  this  proposal  as  a  new  and  expensive  benefit, 
and  believe  that  the  best  way  to  proceed  is  to  merely  conduct  reductions  in  force 
in  order  to  fire  the  people  who  are  excess. 

As  you  and  I  know,  it  is  not  as  easy  as  all  that.  Agencies  estimate  that  to  run 
a  reduction  in  force  under  law,  and  remove  employees  who  are  excess,  costs  on  aver- 
age $25,000  per  employee.  Thus,  the  payment  of  a  voluntary  separation  incentive 
makes  good  economic  sense.  For  essentially  no  cost,  much  disruption  to  our  govern- 
ment agencies  and  the  citizens  they  serve  is  avoided. 

In  addition,  downsizing  in  the  private  sector  is,  in  fact,  much  more  expensive  than 
in  the  public  sector.  Analysis  of  recent  studies  by  Charles  Brown,  Professor,  Univer- 
sity of  Michigan,  which  he  prepared  in  September  of  1993,  shows  that  in  the  private 
sector  between  the  years  of  1982  and  1992  of  the  substantial  number  of  special  early 
retirement  offers  studied,  employees  accepted  approximately  50%  and  rejected  ap- 
proximately 50%.  On  average,  the  mean  offer  which  was  accepted  by  employees  re- 
ceiving cash  buy  out  offers  was  a  separation  incentive  of  $38,000  in  cash  and  $6,600 
in  additional  pension  benefits.  Of  the  approximately  50%  who  rejected  the  offers  (in 
some  cases  there  were  multiple  offers),  the  mean  offer  rejected  by  those  receiving 
cash  buy  out  offers  was  $29,000  cash  and  a  $3,900  additional  pension  benefit.  The 
Government  is  offering  to  its  employees  a  maximum  of  $25,000  in  a  voluntary  sepa- 
ration incentive,  and  no  additional  retirement  incentive.  We  understand  that  the  av- 
erage incentive  paid  out  to  Department  of  Defense  employees  under  their  program 
has  been  less  than  $20,000. 

Professor  Brown's  report  makes  some  very  interesting  points.  In  the  private  sec- 
tor, those  who  accept  the  incentive  offers  are  (a)  more  likely  to  be  married  than 
those  who  reject  them;  (b)  twice  as  likely  to  report  that  a  health  condition  limits 
their  work;  (c)  twice  as  likely  to  report  that  they  would  accept  a  hypothetical  alter- 
native job;  and  (d)  finally,  those  who  accept  the  offers  are  more  likely  to  be  risk  tol- 
erant individuals.  He  reports  that  half  or  more  of  those  who  accepted  the  incentive 
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offers  returned  to  work  in  other  companies.  However,  many  had  to  endure  reduced 
work  weeks  and  pay. 

Thus,  in  the  private  sector  the  mean  was  a  higher  cash  payment  than  that  offered 
by  the  government,  and  an  increased  pension  benefit  where  the  government  has  of- 
fered none.  If  government  employees  are  similar  to  private  sector  employees,  and 
we  believe  they  are,  then  approximately  half  of  those  accepting  the  offer  will  be 
seeking  active  full  time  work.  We,  therefore,  urge  that  this  bill  require  a  job 
outplacement  program  be  established  in  each  agency  for  those  who  accept  the  oner, 
but  are  seeking  other  employment,  so  that  they  do  not  wind  up  with  a  reduction 
in  working  hours  and  compensation  because  of  having  left  their  current  positions. 
We  also  urge  that  there  be  an  educational  effort  to  assist  employees  with  financial 
planning.  Many  federal  employees  are  unskilled  in  such  matters,  and  classes  on  fi- 
nancial planning,  budgeting,  etc.,  are  an  absolutely  essential  part  of  helping  these 
employees  transition.  Finally,  we  do  not  believe  that  a  90-day  window  is  sufficient 
time  for  employees  to  make  a  rational  decision.  If  they  are  provided  with  the  finan- 
cial planning  and,  thus,  the  abihty  to  make  valid  judgments  on  what  is  best  for 
their  families,  they  should  eilso  be  given  a  reasonable  time  to  explore  private  sector 
job  opportunities  if  they  plan  to  continue  in  the  workforce.  A  90-day  time  period  is 
not  sufficient  to  evaluate  the  offers,  get  financial  advice,  and  seek  other  employment 
if  desired.  We  suggest  that  the  agencies  provide  up  to  a  6-month  window  of  oppor- 
tunity for  employees  rather  than  90  days. 

We  would  like  to  propose  an  alternative  to  the  cash  buy  out  that  we  think  would 
assist  the  Administration  and  Congress  in  accompUshing  the  objective  of  rightsizing 
the  government,  especially  in  the  mid  and  senior  level  grades.  Our  informal  polling 
of  GS-14's,  15's  and  SESers  leads  us  to  conclude  that  the  cash  buy  out  offer  will 
not  motivate  many  long  service  employees  into  either  taking  early  or  optional  retire- 
ment, assuming  they  are  eligible.  Of  coiu-se,  those  who  are  not  eligible  would  be  re- 
ceiving severance  pay,  and  thus,  no  buy  out  dollars.  On  the  other  hand,  the  one  ben- 
efit that  these  employees  nearly  uniformly  indicated  would  incentivize  their  early 
retirement  was  elimination  of  the  2%  reduction  in  annuity  for  each  year  under  age 
55. 

To  eliminate  the  2%  reduction  would  be  more  costly  than  the  cash  buy  out,  and 
would  require  a  change  in  the  retirement  law,  rather  than  the  use  of  the  agency's 
discretionary  fiinds.  Because  of  those  objections,  we  propose  an  alternative  \yhich 
would  have  no  increased  net  costs  to  the  agencies,  but  would  be  more  beneficial  to 
the  employees  and  have  the  effect  of  eliminating  at  least  part  of  the  annuity  reduc- 
tion. 

Specifically,  we  propose  that  the  buy  out  amount  be  paid  by  the  agency  into  the 
employee's  GSRS  retirement  account  or  their  FERS  Thrift  account.  Currently,  em- 
ployees under  CSRS  are  authorized  to  make  voluntary  contributions  to  the  retire- 
ment fund,  and  to  receive  in  return  for  those  contributions  either  an  extra  annuity 
amount,  or  a  return  of  the  contribution  at  some  point  prior  to  retirement  with  inter- 
est based  on  the  average  yield  of  new  investments  purchased  by  the  retirement  fund 
during  the  previous  fiscal  year.  (See  5  U.S.C.  §8343,  and  FPM  Supplement  830-1, 
July  27,  1990.)  If  this  bill  provided  that  the  agency  make  the  deposit  to  the  CSRS 
or  FERS  Thrift  account  rather  than  to  the  employee,  it  would  not  be  immediately 
taxable  to  the  employee,  but  would  be  taxable  when  withdrawn  or  when  taken  as 
an  addition  of  their  annuity.  As  with  the  voluntary  contribution  amount,  there 
should  be  no  annual  COLA  adjustment  to  the  additional  annuity  amount.  (See  FPM 
Supplement  830-1,  chapter  31,  part  31,  part  31A3,  subparagraph  B.2.)  The  effect 
of  this  would  be  for  an  employee  at  age  52  to  have  eliminated  a  substantial  amount 
of  the  2%  reduction  in  their  annuity  that  they  would  take  for  early  retirement. 
Younger  employees  would  still  have  a  substantial  reduction,  but  less  than  the 
amount  of  reduction  that  they  would  take  under  normal  circumstances.  In  addition, 
the  employee  should  be  allowed  to  withdraw  the  agencies  additional  contribution 
(just  as  they  can  voluntary  contributions)— with  interest  earned  at  any  time  prior 
to  receiving  an  annuity.  The  amount  of  the  contribution  and  interest  received  would 
then  be  fully  taxable  to  the  employee  at  that  time. 

We  beUeve  that  this  would  be  a  beneficial  option  for  many  employees,  and  would 
have  the  effect  of  encouraging  many  more  to  consider  accepting  a  voluntary  separa- 
tion incentive  if  presented  in  this  form. 

We  note  that  since  the  agencies  will  be  making  a  contribution  of  9%  of  employees 
payroll  under  this  bill  to  the  Civil  Service  Retirement  Fund,  then  it  should  not  be 
a  prololem  to  add  the  voluntary  separation  incentive  to  that  9%  for  deposit  to  the 
employees'  account. 

We  commend  the  Administration  on  their  proposals  to  amend  the  training  act  and 
eUminate  other  training  restrictions.  We  wholeheartedly  support  the  proposed 
changes. 
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Thank  you  for  the  opportunity  to  testify  at  this  joint  hearing.  I  would  be  happy 
to  answer  any  questions  you  might  have. 

Ms.  Norton.  I  hope  I  did  not  juxtapose  your  respective  organiza- 
tions. I  believe  I  may  have.  You  are  General  Counsel  of  the  Senior 
Executive  Association. 

Mr.  Jerry  Shaw.  Yes,  ma'am. 

Ms.  Norton.  Your  proposal  is  very  interesting,  it  may  even  be 
a  pay-as-you-go  problem  not  taxable. 

Mr.  Jerry  Shaw.  OMB  told  us  this  should  not  compromise  a 
pay-go  problem.  The  reason  is  because  it  is  a  payment  by  the  agen- 
cy of  exactly  the  same  amount.  The  only  issue  is  it  goes  into  one 
fund  versus  the  other. 

Ms.  Norton.  I  don't  see  that  it  adds  to  the  deficit. 

Mr.  Moyer,  did  you  want  to  speak  now  and  let  Mr.  Shaw  go 
or 

Mr.  Jerry  Shaw.  I  have  10  minutes. 

Mr.  Moyer.  I  have  only  three  comments  to  make  in  the  interest 
of  time  and  would  ask  that  our  statement  be  introduced  into  the 
record. 

The  first  point.  Madam  Chair,  is  to  certainly  commend  and 
thank  you  for  your  wide  range  of  serious  attention  to  this  issue. 
Certainly  the  length  of  this  hearing  today  demonstrates  your  ear- 
nest commitment  to  looking  at  this  issue  in  a  rational  and  intel- 
ligent way  to  explore  every  option  possible  to  assure  that  the  gov- 
ernment does  this  downsizing  exercise  right  and  does  it  right  the 
first  time. 

In  that  regard,  we  strongly  encourage  you  and  the  committee  to 
proceed  cautiously  in  this  area,  to  not  be  compelled  by  a  near  date 
with  regard  to  markup  but  to  use  the  time,  whatever  it  requires 
in  the  next  several  weeks,  to  work  with  the  organizations  that  have 
testified  today,  to  work  with  0PM,  and  to  look  more  closely  at  the 
DOD  experience  to  assure  that  the  legislation  that  is  ultimately 
considered  and  hopefully  enacted  by  the  Congress  and  the  Presi- 
dent represents  the  best  approach  possible. 

Secondly,  with  regard  to  the  DOD  experience,  as  our  testimony 
points  out,  we  would  strongly  urge  you  to  take  closer  scrutiny  as 
to  what  extent  the — certainly  the  compelling  success  of  the  DOD 
program  actually  transfers  as  an  applicable  model  to  the  rest  of  the 
government,  because  there  are  at  least  three  distinctions  between 
what  has  occurred  in  the  DOD  program  over  the  past  year  and  the 
rest  of  government. 

First  is  that  the  buyouts  have  not  been  aimed  at  nearly  as  high 
a  target  population  of  managers  and  supervisors  as  we  would  ex- 
pect in  the  government-wide  program.  Secondly,  what  has  strongly 
influenced  the  success  of  the  DOD  VSIPs  has  been  their  use  at  de- 
fense facilities  where  the  prospect  of  RIFs  were  abundantly  clear, 
where  we  faced  significant  work  load  reductions  or  the  threat  of 
closure  or  even  the  identification  of  closure. 

Thirdly,  geographic  location,  in  the  sense  that  many  DOD  em- 
ployees who  took  the  VSIP  have  been  located  at  military  bases  in 
nonmetropolitan  areas  where  the  cost  of  living  is  generally  lower 
than  in  major  cities  with  large  Federal  employee  populations.  At 
such  locations  we  would  suggest  $25,000  may  have  far  greater  ap- 
peal than  in  metropolitan  areas. 
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That  leads  me  to  the  final  point;  that  is  to  offer  several  options, 
just  as  the  Senior  Executive  Association  has,  that  the  subcommit- 
tee take  into  consideration  beyond  the  scope  of  what  this  legislation 
has  suggested.  First,  that  the  VSIP  should  be  the  greater  of  the 
severance  pay  entitlement  or  $25,000,  because  we  do  not  think  that 
the  package  as  currently  proposed  is  going  to  propel  the  type  of 
numbers  that  0PM  has  projected  and  certainly  there  is  great  range 
between  60,000  and  100,000  and  far  greater  margin  between 
100,000  and  252,000. 

Second,  as  the  Senior  Executive  Association  and  Jerry  just  point- 
ed out,  the  2  percent  annuity  penalty  represents  the  greater  bar  to 
attracting  employees  to  retire  early,  and  if  there  can  be  a  means 
found  and  through  further  scrutiny  of  what  the  cost  assumptions 
are  to  relieve  that  2  percent  in  such  a  way  as  to  avert  pay-go — for 
example,  if  we  are  talking  about  the  government's  contribution  of 
9  percent  in  this  legislation  into  the — the  CSRS  trust  fund,  we  are 
then  opening  the  door  to  the  consideration  of  what  greater  amount 
would  be  required  for  certain  categories  of  employees  that  may  ulti- 
mately be  much  more  cost  efficient  for  the  government  to  let  go 
given  what  their  salary  levels  are. 

Third,  along  the  lines  of  what  have  already  been  proposed,  to 
look  at  the  possibility  of  making  the  VSIP,  in  order  to  be  more  at- 
tractive, tax-exempt  not  only  with  regard  to  a  rollover  but  also  if 
the  recipient  uses  the  funds  in  two  other  respects,  one  to  create  a 
new  business  that  actually  produces  jobs  for  this  economy  or  the 
employee  uses  that  VSIP  money  in  order  to  procure  retraining  or 
continuing  education  that  will  help  that  employee  to  become  cross 
skilled  or  a  more  productive  contributor  to  the  economy  and  con- 
tinue to  remain  employed,  whether  it  be  outside  the  government  or 
in  some  other  pursuit. 

So  that  represents  I  think  the  predominant  views  that  are  rep- 
resented in  our  testimony  and  we  thank  you  very  much  for  the  op- 
portunity to  be  with  you  today. 

[The  prepared  statement  of  Mr.  Moyer  follows:] 

Prepared  Statement  of  Bruce  Moyer,  Executive  Director,  Federal  Managers 

Association 

Chairman  McCloskey,  Chairwoman  Norton  and  Members  of  the  Subcommittees: 
Thank  you  for  the  opportunity  to  appear  before  you  this  morning  to  offer  testimony 
on  HR  3218,  the  Federal  Workforce  Restructuring  Act  of  1993.  The  Federal  Man- 
agers Association  is  the  largest  Federal  professional  management  association,  rep- 
resenting the  interests  of  over  200,000  Federal  managers  and  supervisors  through- 
out the  Federal  Government.  We  have  a  strong  interest  in  this  legislation  because 
of  its  pvu-pose  and  intended  effect. 

The  goal  of  the  Federal  Workforce  Restructuring  Act  is  clear:  to  reduce  the  size 
of  the  Federal  workforce  through  the  use  of  voluntary  separation  incentive  pay- 
ments that  would  encourage  Federal  employees  to  resign  or  retire  from  the  service. 
Under  the  legislation,  the  size  of  the  incentive  pajrment  would  be  the  lesser  of 
$25,000  or  the  employee's  severance  pay  entitlement.  The  decision  as  to  which  em- 
ployees will  be  offered  the  separation  incentives  will  be  determined  by  each  agency, 
according  to  its  need  to  downsize  in  specific  occupations,  grade  levels,  parts  of  agen- 
cies, or  geographic  locations. 

The  Clinton  Administration  should  be  commended  for  its  desire  to  use  separation 
initiatives  as  an  effective  tool  to  downsize  the  Federal  ranks.  As  you  know,  when 
faced  with  a  similar  need  to  reduce  the  size  of  its  workforce  in  1992,  the  Depart- 
ment of  Defense  did  not  originally  believe  that  separation  incentives  would  be  nec- 
essary. DoD  believed  that  it  could  meet  its  reduced  workforce  targets  through  attri- 
tion alone.  However,  thanks  to  the  efforts  of  this  panel  and  others,  a  buyout  pro- 


95 

gram  for  DoD  employees  was  enacted  that  has  secured  voluntary  retirements  and 
resignations  by  more  than  30,000  DoD  employees  during  FY  1993. 

FMA  believed  then,  and  it  believes  now,  that  voluntary  separation  incentives  are 
integral  to  the  government's  rightsizing  strategy.  Voluntary  attrition  rates  among 
Federal  employees  are  the  lowest  they  have  been  in  years,  due  to  the  economic  cli- 
mate. Without  such  incentives,  reductions-in-force  and  layoffs  will  be  inevitable. 
Such  events  would  be  highly  disruptive  of  Federal  operations,  demoralizing  to  mo- 
rale, and  counter-productive  in  workforce  diversity.  Moreover,  RIFs  are  more  costly 
to  the  government  than  the  use  of  attractively-priced  incentive  payments. 

As  you  have  heard  from  earlier  testimony,  the  buyout  program  at  DoD  has  been 
successful  at  reducing  the  size  of  the  DoD  workforce.  It  has  been  so  successful,  in 
fact,  that  it  now  serves  as  the  model  for  the  plan  now  before  the  Congress. 

However,  DoD  faced  a  very  different  situation  in  its  effort  to  downsize  its 
workforce  compared  to  downsizing  the  rest  of  the  Government. 

First,  an  important  factor  that  serves  to  distingviish  between  DoD's  experience 
and  the  current  situation,  is  the  target  population  for  the  buyouts.  While  DoD's 
buyouts  were  offered  to  a  wide  range  of  employees,  it  is  highly  probable  that  this 
round  of  buyouts  will  targeted  at  employees  in  the  Federal  managerial  ranks.  This 
will  be  done  in  attempt  to  reach  the  l-to-15  supervisory-to-employee  ratio  called  for 
in  the  report  of  the  National  Performance  Review.  This  fact  casts  significant  doubt 
on  whether  the  success  of  the  DoD  program  can  be  duplicated  on  a  government-wide 
level.  Since  the  employees  at  this  level  are  usually  higher-paid,  they  are  less  likely 
to  be  enticed  by  a  $25,000  cash  incentive  than  some  of  their  lower-paid  counterparts 
in  the  Federal  service. 

A  second  factor  that  influenced  the  success  of  the  DoD's  buyout  program  was  the 
use  of  the  incentive  at  defense  facilities  that  had  already  been  selected  for  closure 
or  were  in  imminent  danger  of  being  placed  on  the  base  closure  list.  Obviously,  in 
situations  Uke  these,  there  is  an  added  impetus  in  an  employee's  decision  to  accept 
the  cash-out  payment.  ,  ,     v 

A  third  factor  involves  geographic  location.  Many  DoD  employees  who  took  the 
VSIP  are  located  at  mihtary  bases  in  non-metropolitan  areas  where  the  cost-of-liv- 
ing is  generally  lower  than  in  the  major  cities  with  large  Federal  employee  popu- 
lations. At  such  locations,  the  $25,000  may  have  greater  appeal. 

This  leads  us  to  question  whether  the  financial  value  of  the  incentives,  as  con- 
templated by  this  legislation,  will  be  sufficient  to  convincingly  attract  the  target 
numbers  of  managers  and  employees  the  Administration  seeks  in  order  to  reach  its 
downsizing  targets.  ,       ,    t        i,         j 

To  succeed,  the  VSIP  will  need  to  be  priced  at  an  attractive  level.  It  will  need 
to  work  and  work  the  first  time. 

We  are  uncertain  that  it  will  work,  as  currently  proposed,  and  question  whether 
a  maximum  $25,000  VSIP  will  be  sufficient  to  make  it  a  cost-effective  proposition 
for  the  Government  and  the  Federal  workforce. 
Therefore,  we  propose  that: 

First,  the  VSIP  should  be  the  greater  of  the  severance  pay  entitlement  or  $25,000. 
Currently  the  legislation  proposes  that  it  be  the  lesser  of  severance  entitlement  or 
$25,000. 

Second,  the  2  percent  annuity  penalty,  for  every  year  short  of  the  eligible  retire- 
ment age,  should  be  waived.  Many  FMA  members  have  stated  that  they  would  be 
willing  to  retire,  if  it  were  not  for  this  penalty.  They  also  point  out  that  a  one-time 
payment  of  $25,000  is  not  nearly  sufficient  to  offset  the  reduction  of  their  annuity. 
If  the  buyout  proposal  is  to  succeed  in  enticing  people  to  retire,  then  this  penalty 
must  be  waived. 

FMA  fully  recognizes  that  a  waiver  of  the  2  percent  penalty  would  violate  the 
"pay-go"  provisions  of  the  1990  Budget  Enforcement  Act,  unless  that  law  is  amend- 
ed. If  the  Administration  and  Congress  intend  to  make  government  work  better  and 
cost  less,  they  should  change  whatever  laws  are  necessary  to  achieve  that  aim. 

Third,  the  VSIP  should  be  made  tax-exempt  when  its  employee-recipient  uses  it 
to  promote  a  healthier  economy,  increase  savings,  or  promote  job  creation.  The  value 
of  a  $25,000  VSIP  payment  is  reduced  to  a  net  after-tax  payment  of  as  little  as 
$17,000  in  some  cases.  This  reduced  value  lowers  the  attractiveness  of  the  VSIP. 
Therefore  FMA  believes  that  the  VSIP  should  be  tax-exempt  if  the  recipient: 
Rolls-over  the  payment  into  the  Thrift  Savings  Plan  or  an  IRA; 
Invests  the  payment  as  start-up  ftinding  for  entrepreneurial  activities,  such  as 
starting  up  a  business;  and 

Uses  the  money  for  retraining  or  continuing  education  activity. 
FMA  applauds  the  focus  on  employee  training  and  retraining  contained  in  this 
legislation.  As  the  Clinton  Administration  moves  forward  in  its  efforts  to  reduce,  re- 
organize and  relocate  many  Federal  programs  and  activities,  training  will  become 
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vital.  FMA  agrees  with  0PM  Director  King  that  "employee  training  wiU  be  increas- 
ingly necessary  as  we  seek  to  create  a  mvilti-skilled  workforce  suited  to  rapidly 
changing  needs."  By  lifting  cvirrent  restrictions  and  allowing  agencies  to  select  the 
most  effective  and  economical  types  of  training  Federal  employees  may  receive,  this 
legislation  takes  a  large  step  in  making  the  goal  of  a  multi-skilled  workforce  a  re- 
ality. 

In  addition,  as  the  restructuring  effort  gets  underway,  the  Administration  and 
Congress  should  consider  a  policy  that  mandates  the  cross-agency  placement  of  in- 
voluntarily separated  employees  through  aggressive  use  of  the  Displaced  Employee 
Program,  administered  by  0PM.  All  external  hiring  by  agencies  should  be  required 
to  utilize  qualified,  displaced  Federal  employees  from  the  same  geographic  area,  be- 
fore considering  non-Federal  candidates.  Such  a  policy  would  provide  the  Govern- 
ment with  the  dual  benefits  of  a  hiring  pool  filled  with  highly  qualified  and  highly 
trained  employees,  while  at  the  same  time  also  reducing  the  costs  of  unemployment. 

In  conclusion,  while  FMA  is  pleased  with  the  Administration's  recognition  of  the 
need  for  separation  incentives,  we  are  concerned  about  the  extent  to  which 
"reinvention"  efforts  have  excluded  management  organizations  and  their  concerns. 

FMA  believes  that  attempts  to  create  a  l-to-15  supervisor-to-employee  ratio,  as 
the  NPR  report  calls  for,  may  be  short-sighted.  Agencies  and  their  mission  and  oper- 
ation differ  too  widely  to  rely  upon  a  supervisory  ratio  as  a  rule  of  thumb  for 
downsizing. 

If  agencies  are  to  succeed  in  downsizing  their  operation,  theyTl  need  to  bring  man- 
agers and  supervisors  into  the  reengineering  process  that  rethinks  what  the  work 
of  each  agency  is  and  how  it  must  get  done.  This  should  involve  the  work  of  agency- 
level  partnership  councUs  and  other  collaborative  mechanisms. 

FMA  looks  forward  to  working  with  this  Committee,  Congress  and  the  Adminis- 
tration in  the  effort  to  restructure  the  Federal  workforce. 

Once  again,  Mr.  Chairman  and  Madam  Chairwoman,  thank  you  for  the  oppor- 
tunity to  appear  before  you  today  on  this  important  issue. 

Ms.  Norton.  I  thank  both  of  you,  Mr.  Shaw  and  Mr.  Moyer, 
Your  testimony  was  especially  vital  because  in  a  real  sense  you 
have  most  to  gain  from  these  buyouts  because  if  we  are  to  believe 
what  the  goal  of  reinventing  government  is,  which  is  to  reduce  the 
layers  of  management,  this  is  no  reflection  on  the  managers  in  the 
Federal  Grovemment.  We  are  lucky  to  have  been  able  to  retain  the 
upper  level  employees  we  have.  They  are  some  of  the  most  talented 
in  the  country. 

Throughout  the  United  States  of  America  there  is  a  different 
kind  of  workplace  developing  which  is  more  cooperative,  less  hier- 
archical and  no  question  that  managers  are  being  downsized  every- 
where. 

I  urge  you  to  work  with  us,  Mr.  Moyer,  beginning  tomorrow.  We 
don't  want  to  slow  them  down  if  we  can  possibly  help  it,  although 
I  must  say  I  take  your  points,  especially  about  the  DOD  experience. 
Here  I  have  emphasized  that  I  didn't  think  RIFs  were  a  way  to  ac- 
complish reform.  RIFs  are  a  way  to  accomplish  the  downsizing  that 
DOD  needed  to  do.  We  have  a  different  mission  and  it  is  not  clear 
to  me  from  testimony  we  heard  this  morning  that  the  Administra- 
tion officials  see  the  mission  as  different;  that  is  to  say  that  it  is 
about  greater  efficiency  for  their  100,000  and  not  downsizing. 

While  I  applaud  the  DOD  experience  and  believe  that  it  has  been 
extraordinary  in  its  proaction,  in  its  energy,  in  its  sheer  intel- 
ligence, the  fact  is  they  have  a  spur  that  I  would  not  like  to  see 
here  which  is  that  you  all  can  go  one  way  or  the  other.  You  can 
decide  which  way  it  is.  Therefore,  everybody  in  the  system  got 
ginned  up  because  everybody  knew  what  was  at  the  end  of  the  line. 

Therefore,  you  are  right;  DOD  is  far  from  gospel  here  except  for 
its  energy  and  its  determination  not  to  give  up.  But  it  doesn't  have 
the  spur.  We  don't  have  the  spur  and  therefore  I  am  interested  in 
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what  you  say  about  the  $25,000.  Is  the  government  being  penny 
wise  and  pound  fooHsh  here?  Are  they  asking  for  RIFs  for  people 
of  the  kind  you  represent  in  order  to  get  them  out,  which  means 
that  they  will  then  have  to  pay  more  money? 

Mr.  Jerry  Shaw.  In  my  testimony,  is  a  report  of  a  study  recently 
done  in  the  private  sector.  It  has  not  yet  been  published,  but  we 
have  permission  to  use  the  paper  from  the  author,  a  professor  at 
University  of  Michigan.  It  shows  that  in  the  private  sector  among 
the  age  group  51  to  61  where  buyouts  have  occurred  that  when  the 
mean  buyout  that  was  offered  was  $26,000  and  $4,400  additional 
annuity,  it  was  turned  down.  When  the  mean  buyout  offered  was 
$34,000  and  I  believe  8.8  percent  additional  annuity,  the  offer  was 
accepted.  The  exact  figures  are  in  my  testimony.  But  this  is  a  very, 
very  cheap  attempt  to  get  employees  in  the  senior  levels,  in  the 
higher  pay  levels  to  leave  in  contrast  to  what  the  private  sector  has 
had  to  offer  and  what  private  sector  experience  and  studies  have 
shown  has  been  effective.  So  $125,000  is  a  very  small  amount. 

Ms.  Norton.  This  is  very  important  testimony.  We  are  not  going 
through  all  this  to  have  a  bunch  of  folks  come  out  that  make  the 
government  less  efficient  and  don't  aim  at  the  people  you  rep- 
resent. 

Mr.  Jerry  Shaw.  I  will  be  happy  to  provide  a  copy  of  that  report 
to  the  subcommittee  staff. 

Mr.  Moyer.  While  NPR  talks  about  injecting  better  business 
practice  into  the  way  the  government  works,  it  is  quite  surprisingly 
here  that  we  don't  have  any  kind  of  market  projections  by  the  Of- 
fice of  Personnel  Management  and  any  kind  of  analytical  way  that 
has  tested  the  appeal  of  this  product,  if  you  will,  in  terms  of  its  ac- 
ceptance rates  among  Federal  employees  notwithstanding  the  DOD 
experience.  So  what  we  otherwise  have  to  base  our  thoughts  upon 
is  anecdotal  evidence,  and  certainly  the  anecdotal  evidence  of  our 
membership,  nearly  20,000  strong  throughout  the  Federal  Govern- 
ment, is  that  this  buyout  formula  will  not  have  the  kind  of  appeal 
that  will  create  the  numbers  that  OPM  is  suggesting. 

Ms.  Norton.  I  went  at  OPM  on  252,  I  think  I  should  have  gone 
at  them  on  $25,000.  That  is  to  say,  where  did  that  number  come 
from.  I  will  ask  staff  to  try  to  get  them  to  rationalize  this  in  light 
of  this  testimony  we  have  received  today. 

What  a  waste  it  would  be  to  have  to  go  through  this  again,  and 
that  is  probably  what  we  would  insist  if  we  learned  it  wasn't 
enough.  And  your  proposal  about  tax  incentive,  particularly  if  it 
turns  out  to  be  revenue  neutral,  then  that  is  something  we  would 
want  to  look  more  at. 

Mr.  Moyer.  If  I  might,  the  danger  of  not  succeeding  with  25,000 
or,  actually,  after  taxes  17,000,  is  that  it  will  create  the  dynamic 
we  all  want  to  avoid,  and  that  is  saying  that  we  will  not  only  avoid 
the  RIFs,  or  facing  RIFs,  but  also  the  message  that  take  it  this 
time  because  a  better  deal  will  not  come  along. 

We  will  be  forcing  ourselves  into  creating  the  better  deal  which 
will  thereby  create  greater  skepticism  that  the  bidding  will  con- 
tinue to  go  higher  and  higher. 

Ms.  Norton.  You  are  absolutely  right.  Our  credibility  is  on  the 
line  here  as  well. 
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Let  me  finally  ask  you  about  the  90  days,  because  there  was  tes- 
timony from  one  of  you  at  least  that  90  days  was  not  enough  of  a 
window. 

Mr.  Jerry  Shaw.  We  do  not  think  90  days  is  enough,  Madam 
Chairwoman.  I  really  think  that  when  you  are  telling  someone  that 
is  at  the  end  of  their  career,  or  you  are  saying  this  is  the  end  of 
your  career  and  if  you  want  another  one  you  have  to  go  out  and 
start  all  over  again,  that  we  should  give  them  a  little  time  90  days 
to  do  a  financial  analysis  and  to  test  the  market  to  see  if  there  are 
other  jobs  that  are  available  that  you  could  do,  is  not  enough. 

Ms.  Norton.  Well,  90  days  is  three  months.  The  notion  you  have 
to  find  another  job  in  that  three  months,  I  don't  think,  is  in  this 
package. 

Mr.  Jerry  Shaw.  I  understand  that,  but  in  the  private  sector  the 
studies  show  that  over  50  percent  of  the  people  who  took  the  early 
buyouts  had  to  get  a  job  somewhere  else. 

Ms.  Norton.  I  can  understand  that.  Some  of  these  people  will  be 
too  young  to  be  retiring  for  the  rest  of  their  lives,  but  why  should 
the  government  have  to  give  you  enough  time  not  only  to  figure  out 
the  financial  implications  but  also  get  yourself  placed  in  another 
job?  Six  months  perhaps 

Mr.  Jerry  Shaw.  The  Vice  President  has  committed  himself  in 
the  NPR  to  outplacement  programs  for  jobs,  number  one;  and, 
number  two,  if  you  don't  you  will  just  be  paying  unemplo5rment  for 
a  year  and  a  half. 

So  if  you  give  them  a  month  of  outplacement  assistance  and  help 
them  find  a  job  that  will  cause  them  to  take  this  and  save  the  gov- 
ernment 17  months  or  more  of  unemployment  compensation,  it 
seems  to  me  like  that  is  a  net  savings. 

Ms.  Norton.  Well,  what  is  your  recommendation,  then,  for  the 
window? 

Mr.  Jerry  Shaw.  That  agencies  be  required  to  establish  an 
outplacement  program  and  that  they  work  with  the  employees  that 
are  interested  in  this  buyout  to  see  what  jobs  are  available  that 
they  c£in  fill. 

Ms.  Norton.  I  have  no  problem  with  that.  I  want  to  know  the 
90-day — ^you  said  the  90-day. 

Mr.  Jerry  Shaw.  We  recommend  six  months. 

Ms.  Norton.  A  six-month  period? 

Mr.  Jerry  Shaw.  Yes,  ma'am. 

Ms.  Norton.  Thank  you  both  very  much.  The  testimony  essen- 
tially of  the  unions  is  that  it  is  indispensable  because  we  will  not 
get  the  payout  they  say  they  want  unless  we  incentivize  your  mem- 
bers. Thank  you  very  much. 

Mr.  MOYER.  Thank  you  very  much.  Madam  Chairwoman. 

Mr.  Jerry  Shaw.  Thank  you  very  much. 

Ms.  Norton.  Before  I  close  the  hearing,  I  would  like  unanimous 
consent  to  put  the  statement  of  the  Honorable  Dan  Burton  in  the 
record.  So  ordered. 

[The  prepared  statement  of  Hon.  Dan  Burton  follows:] 

Prepared  Statement  of  Hon.  Dan  Burton,  a  Representative  in  Congress 
From  the  State  of  Indiana 

I  want  to  thank  Chairwoman  Norton  and  Chairman  McCloskey  for  holding  this 
hearing  today  on  H.R.  3218.  This  legislation  would  implement  several  of  the  rec- 
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ommendations  of  the  National  Performance  Review  as  it  pertains  to  federal  employ- 


ees. 


As  one  Member  who  is  working  hard  to  bring  federal  spending  under  control,  I 
welcome  many  of  the  recommendations  contained  in  the  National  Performance  Re- 
view. However,  I  strongly  believe  that  these  recommendations  should  be  the  begin- 
ning, and  not  the  end,  of  discussion  on  how  we  can  reduce  unnecessary  federal 
spending  and  make  the  government  work  better  for  its  citizens. 

Buy  outs  and  early  retirement  have  helped  many  businesses  in  the  private  sector 
to  reduce  their  work  forces  while  minimizing  layoffs.  If  Congress  and  the  President 
are  serius  about  significantly  reducing  federal  employment,  then  I  think  we  need 
to  look  very  seriously  at  this  approach.  I  trust  that  our  witnesses'  testimony  will 
help  illuminate  me  and  my  colleagues  as  to  how  buy  outs  and  early  retirement 
might  work  if  utilized  on  a  larger  scale  by  the  federal  government.  In  addition,  I 
believe  that  it's  very  important  that  federal  employees  are  well  trained  to  do  their 
jobs,  and  I  look  forward  to  our  witnesses'  views  on  the  provisions  in  H.R.  3218 
which  deal  with  federal  employee  job  training  programs. 

Ms.  Norton.  This  hearing  is  adjourned. 

[Whereupon,  at  3:05  p.m.,  the  subcommittees  were  adjourned,] 


H.R.  3218,  THE  FEDERAL  WORKFORCE 
RESTRUCTURING  ACT  OF  1993 


TUESDAY,  OCTOBER  19,  1993 

House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 
Subcommittee  on  Compensation  and  Employee  Benefits, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  2:18  p.m.,  in  room 
311,  Cannon  House  Office  Building,  Hon.  Eleanor  Holmes  Norton 
(chair  of  the  subcommittee)  presiding. 

Members  present:  Representatives  Norton  and  Morella. 

Ms.  Norton.  The  hearing  will  come  to  order.  This  aft;emoon,  the 
Subcommittee  on  Compensation  and  Employee  Benefits  continues 
its  consideration  of  H.R.  3218,  the  Federal  Workforce  Restructuring 
Act  of  1993  providing  government-wide  authority  to  agencies  to 
offer  voluntary  separation  incentive  payments  of  up  to  $25,000  to 
employees  who  resign  or  retire  early  from  government  service. 

Last  week's  hearing  left  several  important  questions  unan- 
swered. We  need  to  know  the  basis  for  the  administration's  deter- 
mination that  Federal  personnel  levels  should  be  reduced  by 
252,000  positions.  Is  this  target  a  reflection  of  anticipated  reorga- 
nizations, efficiency  and  productivity,  or  is  it  budget  driven? 

Last  week's  testimony  on  this  point  was  confusing.  What  is  the 
nature  of  the  guidance  which  the  Office  of  Management  and  Budg- 
et has  given  to  agencies  regarding  the  development  of  their  stream- 
lining plans  and  the  manner  in  which  they  address  the  NPR  goals 
of  reducing  layers  of  government? 

What  specific  guidance  has  been  given  to  agencies  regarding  the 
use  of  separation  incentive  payments  as  a  tool  specifically  to 
achieve  streamlining?  Do  agencies  need  more  time  for  this  program 
to  do  the  work  expected?  Why  do  OMB  and  CBO  disagree  over  the 
scoring  of  the  bill? 

Is  the  bill  subject  to  pay-as-you-go  procedures  under  the  Budget 
Enforcement  Act.  Is  the  9  percent  payment  required  of  agencies 
necessary  to  cover  the  future  cost  of  early  retirements? 

We  hope  that  the  witnesses  appearing  today  before  the  sub- 
committee will  provide  answers  to  these  and  other  questions. 

President  Clinton  deserves  great  praise  and  support  for  embrac- 
ing a  buyout  strategy  to  ease  the  weight  of  reform,  however,  I  con- 
tinue to  rebel  at  the  as  yet  unsupported  assumption  that  reform 
can  get  employee  support  at  the  same  time  that  RIFs  may  be  prom- 
ised. 

I  am  not  prepared  to  travel  this  route  because  the  evidence  is 
that  workers  undermine  reform  when  they  believe  that  they  are  re- 
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forming  themselves  out  of  a  job  and  because  we  have  not  seen  any 
information  that  relates  RIFs  to  specific  reform. 

The  administration  has  begun  commendably  with  the  buyout 
proposal  before  us.  We  will  hope  to  see  an  emphasis  on  structured 
delayering  of  non-essential  managerial  levels  as  promised  in  the 
excellent  National  Performance  Review  report. 

I  congratulate  President  Clinton,  Vice  President  Gore  and  their 
staffs  on  the  most  valuable  report  I  have  seen  the  government 
draw  in  many  years.  I  welcome  all  of  the  witnesses  and  look  for- 
ward to  their  testimony. 

Our  first  witness,  I  am  pleased  to  welcome  Mr.  Philip  Lader, 
Deputy  Director,  Office  of  Management  and  Budget. 

STATEMENTS  OF  PHILIP  LADER,  DEPUTY  DIRECTOR,  OFFICE 
OF  MANAGEMENT  AND  BUDGET,  AND  JAMES  L.  BLUM,  DEP- 
UTY DIRECTOR,  CONGRESSIONAL  BUDGET  OFFICE 

Mr.  Lader.  Madam  Chair,  thank  you  very  much  for  the  oppor- 
tunity to  come  today,  and  I  might  ask  if  my  previously  submitted 
statement  be  entered  in  the  record  and  I  can  be  more  informal  in 
response  to  your  questions. 

Ms.  Norton.  So  ordered. 

Mr.  Lader.  I  first  want  to  acknowledge,  as  you  have  mentioned, 
that  this  is  the  second  hearing  that  you  devoted  to  this  proposal, 
and  we  at  the  Office  of  Management  and  Budget,  and  the  White 
House,  very  much  appreciate  your  willingness  to  give  it  prompt 
and  thorough  consideration. 

Madam  Chair,  I  would  like  to  emphasize  some  very  basic  themes 
at  the  outset  in  a  more  informal  manner.  The  first  is  this:  As  you 
are  aware,  I  have  spent  my  career  in  the  private  sector,  and  people 
often  ask,  what  is  the  biggest  surprise  coming  to  join  this  adminis- 
tration. I  have  to  tell  you,  it  is  absolutely  the  quality  of  the  hun- 
dreds and  hundreds  of  Federal  workers  with  whom  I  have  had  the 
opportunity  to  collaborate  over  these  last  nine  or  ten  months. 

I  think  oftentimes  the  hard  work,  the  smarts,  the  sheer  savvy  of 
Federal  employees  are  taken  for  granted,  are  given  short  shrift  in 
private  sector  conversations. 

The  second  theme  that  I  would  like  to  urge  on  you  today  is  this: 
Throughout  the  private  sector,  there  have  been  examples  of  what 
works  and  what  doesn't  work  in  right  sizing  of  human  organiza- 
tions. What  this  administration  has  sought  to  do,  as  you  pointed 
out  in  the  National  Performance  Review  and  in  other  areas  of 
White  House  policy,  is  to  try  to  pick  the  best  of  what  is  working 
today  in  the  private  sector  and  apply  it  to  government. 

The  third  theme  comes  very  directly  in  response  to  your  observa- 
tion. We  seek  to  avoid,  to  minimize  RIFs.  They  can  be  very  expen- 
sive and  extremely  countereffective,  and  consequently,  we  have  in- 
troduced this  legislation  to  try  precisely  to  do  what  you  suggest,  to 
use  a  tool  that  has  been  proven  in  the  private  sector  to  assist  the 
administration  in  accomplishing  fundamental  National  Perform- 
ance Review  recommendations.  This  is  a  cost  effective  way,  we  be- 
lieve, to  increase  voluntary  turnover  so  that  the  reforms  can  be  im- 
plemented more  readily.  By  increasing  voluntary,  and  I  emphasize 
voluntary  separations,  and  promoting  retraining,  which  are  the  two 
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sides  of  this  legislation,  we  expect  to  minimize  the  need  for  layoffs, 
reductions  in  force. 

The  theme,  as  you  know,  of  the  National  Performance  Review  is 
to  create  a  government  that  works  better  and  costs  less.  This  isn't 
just  rhetoric.  The  President  and  Vice  President  feel  it  is  an  impera- 
tive, cutting  the  red  tape  and  dealing  with  each  of  the  issues  that 
are  addressed  in  great  specificity  in  this  report. 

This  voluntary  separation  proposal,  Madam  Chair,  as  you  noted 
in  your  hearing  last  week,  is  but  one  of  a  very  broad  range  of  spe- 
cific proposals,  executive  orders,  legislative  actions,  required  to  im- 
plement the  vision  that  the  Vice  President  issued  to  us  in  this  Na- 
tional Performance  Review  study. 

On  September  11th  of  this  year,  the  President  directed  all  de- 
partments and  agencies  to  develop  a  streamlining  plan  that  ad- 
dresses these  issues,  and  as  you  raise  the  particular  questions  that 
you  have  noted  already,  I  want  to  explain  to  you  how  the  252,000 
position  reduction  will  be  accomplished  with  the  close  oversight  by 
the  Office  of  Management  and  Budget,  but  perhaps  in  not  the  most 
traditional  way  of  0MB  procedures. 

It  is  done  in  the  context  of  what  is  happening  all  over  the  coun- 
try. If  you  see  Sears  &  Roebuck,  Ford  Motor  Company,  Metropoli- 
tan Life  Insurance,  General  Motors  and  the  like,  one  recognizes 
that  buyout  packages  have  become  one  of  the  tools  used  in  the 
right  sizing  of  organizations. 

Now,  the  President  also  called  on  these  agencies  to  streamline 
their  organizations  by  delayering,  by  targeting  certain  areas  of  du- 
plicative supervision,  of  certain  categories,  which,  as  we  move  to 
procurement  reform,  changing  the  nature  of  Federal  employment 
or  the  definition  of  it,  as  we  move  ahead  in  each  of  these  reforms 
suggested  and  proposed  by  the  National  Performance  Review,  there 
will  not  be  the  same  need  for  the  layers  and  layers  that  we  cur- 
rently have. 

Beyond  that,  the  President  has  asked  that  QMB  look  to  the  agen- 
cies, the  department's  efforts  to  reduce  headquarters  operations  in 
a  cost  effective  way  while  ensuring  the  improvement  in  the  per- 
formance of  the  agency  missions,  to  deal  with  potential 
redundancies  in  regional  offices  and  field  offices,  and  to  look  par- 
ticularly at  personnel,  procurement  and  other  administrative  areas 
for  opportunities — not  to  target  individuals,  but  to  target  positions 
as  part  of  this  right  sizing. 

This  in  many  ways  is  called  reengineering  in  the  private  sector 
and  it  is  very  much  a  reflection  of  contemporary  management  the- 
ory and  practice  of  trying  to  do  more  with  less. 

The  President  initiated  this,  through  a  memorandum.  On  Octo- 
ber 8th,  Leon  Panetta,  OMB's  director,  wrote  to  all  the  agencies 
asking  for  expedited  action  on  this,  and  I  would  like,  Madam  Chair, 
to  quote  from  his  letter  because  it  is  somewhat  atypical  of  tradi- 
tional 0MB  correspondence  that  might  address  some  of  the  con- 
cerns you  have. 

He  said, 

In  prepsuing  your  plan,  you  should  refer  to  the  September  11th  presidential 
memorandum,  the  recommendations  of  the  National  Performance  Review,  and  look 
specifically  at  closing  or  consolidating  field  offices,  reducing  management  layering, 
foller  use  of  new  technology,  reductions  in  regulation  and  red  tape  in  such  areas 


104 

as  personnel,  procurement,  budgeting  and  internal  management,  and  in  enhanced 
employee  training  and  cross  training. 

He  goes  on, 

Although  the  categories  of  positions  and  unnecessary  layers  of  middle  manage- 
ment targeted  by  NPR  should  be  the  principal  focus  of  your  downsizing  efforts, 
every  opportunity  for  streamlining  should  be  considered,  including  simplification  of 
administrative  processes  and  elimination  of  certain  programs.  These  plans  should 
be  implemented  through  attrition,  proposed  buyouts,  and  other  means  that  you  de- 
termine necessary. 

The  theme,  Madam  Chair,  is  simply  this:  We  are  not  seeking  a 
Kremlin-like  direction  from  the  Office  of  Management  and  Budget 
from  all  the  agencies  for  an  across  the  board  cut  or  saying  here  are 
the  89  pages  of  guidance  as  to  how  you  should  accomplish  this.  We 
are  saying  that  in  the  President's  view,  this  is  the  goal  which  must 
be  accomplished,  and  each  department  and  agency  now  has  the  re- 
sponsibility, using  their  own  experience,  ingenuity  and  innovation 
to  develop  a  plan  that  shows  fairness  to  hard-working  Federal  em- 
ployees, but  simultaneously  accomplishes  the  President's  objective 
of  downsizing  the  Federal  Government. 

As  we  see  it,  the  need  for  the  proposed  legislation  to  increase  vol- 
untary turnover  and  reduce  impediments  to  training  is  fundamen- 
tal to  this  public  management  reform  effort,  and  as  it  has  been  re- 
ported, the  Department  of  Defense  has  successfully  used  similar 
buyout  authority  to  accomplish  these  ends. 

The  administration,  therefore,  strongly  supports  adoption  of  this 
proven  approach  and  urges  the  Congress  to  enact  this  bill  as  soon 
as  possible. 

I  would  be  happy  to  respond  to  any  of  your  questions. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Lader.  I  appreciate  your 
testimony  and  your  assurances. 

[The  prepared  statement  of  Philip  Lader  follows:] 

Prepared  Statement  of  Philip  Lader,  Deputy  Director,  Office  of 
Management  and  Budget 

Madam  Chair,  let  me  thank  you  for  the  invitation  to  testify  at  this  hearing  on 
the  Administration's  proposal  for  a  voluntary  separation  incentive.  I  recognize  that 
this  is  the  second  hearing  that  you  have  devoted  to  this  proposal  and  appreciate 
your  wiUingness  to  give  it  prompt  and  thorough  consideration.  This  is  one  of  the 
recommendations  of  the  Vice  President's  National  Performance  Review— to  provide 
a  proven  tool  to  assist  in  accompUshing  many  of  the  NPR  recommendations.  It  will 
provide  a  cost-effective  way  to  increase  voluntary  turnover  so  that  reforms  can  be 
implemented  more  readily.  By  increasing  voluntary  separations  and  promoting  re- 
training, we  expect  to  minimize  the  need  for  layoffs— reductions  in  force.  We  all 
agree  that  resort  to  involuntary  separations,  under  current  law  and  procedures,  is 
an  extremely  disruptive,  costly,  and  morale-breaking  process  to  be  avoided. 

Before  talking  about  this  specific  proposal,  let  me  emphasize  that  what  we  are 
about  is  "creating  a  Government  that  works  better  and  costs  less."  This  is  more 
than  just  the  title  of  the  Vice  President's  report;  it  is  an  imperative.  As  the  report 
highlights,  we  must  cut  the  red  tape;  we  must  put  the  customer  first;  we  have  to 
get  results  through  empowered  employees;  and  we  must  commit  to  more  than  a 
piecemeal  approach  to  reform.  There  needs  to  be  along-term  commitment  to  change 
the  way  Government  works.  r    j    • 

The  voluntary  separation  incentive  proposal  is  but  one  of  a  broad  range  of  admm- 
istrative  and  legislative  actions  required  to  make  the  vision  articulated  in  the  NPR 
report  a  reality.  As  the  President  has  said  repeatedly  since  he  first  announced  the 
National  Performance  Review,  we  want  to  achieve  real  change,  not  just  produce  an 
interesting  report.  That  change  will  undoubtedly  require  a  small  Federal  workforce. 
H.R.  3218  is  designed  to  give  Federal  managers  a  set  of  tools  to  help  them  restruc- 
ture. 
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On  September  11,  1993,  the  President  directed  all  departments  and  agencies  to 
develop  a  streamlining  plan  that  addressed  issues  raised  by  the  NPR.  The  Presi- 
dent's expectation  is  that  one  of  the  results  of  NPR  management  reform  will  be  to 
reduce  the  size  of  the  Federal  workforce.  The  252,000  reduction  identified  by  the 
NPR  encompassed  the  already  announced  three-year  reduction  by  100,000  and 
planned  DOD  downsizing.  Beyond  that,  however,  the  President  called  on  the  agen- 
cies to  streamline  their  organizations  by  delayering — reducing  the  ranks  of  middle- 
managers  and  supervisors.  NPR  also  pointed  to  bloated  headquarters  operations,  re- 
dundant field  offices,  and  the  potential  for  cutting  staff  in  personnel,  procurement, 
and  other  administrative  areas  as  opportunities  for  staff  reductions.  Beyond  that, 
reengineered  basic  work  processes  should  result  in  personnel  savings.  Reductions 
will  come  from  implementation  of  the  streamlining  plans,  not  by  across-the-board 
cuts. 

To  meet  the  downsizing  objectives,  the  agency  streamlining  plans  must  first  iden- 
tify organizations,  structures,  occupations,  and  processes  that  will  be  affected.  It  is 
through  the  planning  for  a  reformed  and  improved  Government  that  an  agency  will 
identify  the  categories  of  personnel  most  needed  for  mission  accomplishment  and 
those  surplus  in  the  reformed  structure.  With  targeted  use  of  the  proposed  vol- 
untary separation  incentive  or  buyouts  and  retraining,  we  hope  to  make  the  stream- 
lining process  less  disruptive  to  agency  operations  and  more  cost-efiective  to  imple- 
ment, while  minimizing  the  need  to  take  reductions-in-force  actions.  In  this  fiscal 
year,  with  speedy  enactment,  we  would  hope  to  jump-start  the  streamlining  process 
and  incur  savings  beginning  in  1995  and  beyond. 

On  October  8,  1993,  Director  Panetta  wrote  to  all  agencies  asking  for  expedited 
action  on  the  streamlining  plans.  He  asked  that  preliminary  plans  be  submitted  to 
0MB  by  November  1  so  that  this  planning  could  be  better  integrated  with  develop- 
ment of  the  President's  Fiscal  Year  1995  Budget.  The  final  agency  plans  should  be 
completed  by  the  President's  requested  date  of  December  1. 

Agency  use  of  the  buyout  authority,  as  we  indicated,  would  be  subject  to  0MB 
approval  of  a  plan,  which  was  requested  in  Director  Panetta's  October  8  letters.  We 
are  preparing  further  guidance  for  the  agencies'  development  of  their  plans,  but  ex- 
pect that  most  agencies  can  readily  proceed  now  based  on  their  already  intimate 
knowledge  of  their  missions  and  customers,  and  aided  by  the  findings  and  rec- 
ommendations of  the  NPR. 

We  need  the  proposed  legislation  to  increase  voluntary  turnover  and  reduce  im- 
pediments to  retraining.  As  has  been  reported,  DOD  has  successfully  used  similar 
buyout  authority  to  such  an  extent  that  the  need  for  reduction-in-force  procedures 
have  been  minimized. 

The  Administration  strongly  supports  adoption  of  this  proven  approach  and  virges 
the  Congress  to  enact  HR  3218  as  soon  as  possible. 

I  will  be  pleased  to  answer  any  questions  you  have.  Thank  you. 

Ms.  Norton.  I  do  have  a  question  on  the  reductions  as  such,  just 
so  we  understand  them.  We  understand  that  this  is  not  a  vote  in 
the  committee  of  the  whole  so  everybody  in  this  room  profits  from 
the  fact  that  the  District  of  Columbia  does  not  have  full  representa- 
tion in  the  House  of  Representatives.  Give  yourself  a  clap.  We  are 
seeking  it,  however,  in  which  case  you  can  expect  delays  in  hear- 
ings like  this. 

We  understand  that  there  was  a  152,000  figure  that  the  Presi- 
dent wants  to  make  for  deficit  reduction,  and  we  in  this  committee 
are  very  proud  of  ourselves  because  we  met  the  President's  bottom 
line.  We  rearranged  some  of  his  priorities  so  that  it  wouldn't  fall 
so  inordinately  on  workers  because  two-thirds  of  his  discretionary 
cuts  would  have  come  from  workers,  and  the  unions  deserve  a  lot 
of  credit  because  they  cooperated  with  us  so  we  could  get  a  package 
everybody  could  live  with  while  meeting  the  President's  bottom 
line. 

And  this  subcommittee  and  its  staff  went  through  a  torturous 
labor  to  get  the  President  his  152,000,  so  you  can  imagine  when 
100,000  gets  put  on  top  of  that,  we  are  mildly  curious  and  a  little 
concerned. 
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I  would  like  to  know  if  the  extra  100,000  represents  a  net  figure 
representing  the  work  force  after  agencies  have  been  permitted  to 
fill  one  out  of  every  two  vacancies  created  by  VSIP,  or  do  you  an- 
ticipate that  they  will  have  to  make  adjustments  in  filling  positions 
in  order  to  reach  your  target? 

In  other  words,  might  not  be  able  to  fill  positions  at  all,  or  far 
fewer  than  the  one  out  of  every  two. 

Mr.  Lader.  No,  you  are  correct  in  observing  it  is  not  an  absolute 
hiring  freeze,  though  some  agencies  or  bureaus  may  choose  to  have 
freezes  as  one  of  the  tools  of  this.  It  is  a  net  reduction  of  252,000 
employees  or  positions  over  this  five-year  period.  If  I  might  go  into 
a  little  more  detail,  the  100,000  was  identified  in  the  President's 
executive  order  issued  this  past  February  and  so  the  Vice  Presi- 
dent's recommendation  was  a  total  of  252,000.  That  number  did  not 
just  appear  in  thin  air:  let  me  go  into  a  little  detail  to  give  some 
of  the  basis,  the  logic  for  that  number. 

There  is  no  precise  science  in  determining  in  a  government  of 
more  than  two  million  civilian  employees  what  is  the  right  number 
for  downsizing,  so  I  am  not  going  to  enter  into  a — make  a  particu- 
lar claim  that  one  specific  number  is  the  only  number,  but  I  want 
to,  one,  give  the  context  for  the  selection  of  that  number,  and  sec- 
ondly, give  some  of  the  methodology  and  the  thought  process. 

The  context  of  it  is  what  is  happening  throughout  American  life. 
If  we  think  of  all  of  your  constituents,  all  Americans,  we  know  that 
every-day  life  has  changed,  when  we  go  to  the  grocery  store  and  we 
check  out,  there  are  fewer  people  there.  There  are  scanners,  bar 
codes  on  products.  When  we  bank  or  invest,  we  do  it  by  touch  tone 
phone.  When  we  go  to  the  drug  store,  an  inventory  has  changed  be- 
cause a  toothbrush  is  bought.  It  is  done  by  technology  to  some  in- 
ventory location  thousands  of  miles  away. 

All  Americans  are  aware  that  there  has  been  a  profound  manage- 
ment and  technological  revolution  which  has  transformed  the  way 
organizations  work  in  America,  but  that  management  and  techno- 
logical revolution  has  left  our  Federal  Government  virtually  un- 
touched. The  challenge  we  had  is  to  say,  what  has  been  happening 
in  the  private  sector,  in  not-for-profits  and  in  businesses  and  what 
should  be  emulated  by  the  government?  So  if  you  look  at  the  sheer 
background  for  this,  you  see  Apple  with  a  15.6  reduction,  you  see 
IBM  with  an  11.5  percent  reduction,  you  look  at  General  Dynamics 
Land  Systems  Division  at  28  percent,  U.S.  West,  15  percent. 

In  terms  of  order  of  magnitude,  the  12  percent  is  not  unrepre- 
sentative of  what  is  happening  throughout  the  country.  But  there 
was  a  specific  logic,  Madam  Chair,  that  I  would  like  to  address  for 
you  as  to  how  this  number  was  arrived  at. 

The  National  Performance  Review  examined  the  positions,  not 
individuals,  but  the  positions  in  all  the  agencies  and  found  that 
there  are  approximately  700,000  positions  which  can  be  categorized 
as  supervisory,  middle  management,  and  in  the  administrative 
process  area  of  personnel  lists,  budget  and  the  like.  That  is  one  out 
of  every  three  civilian  employees  in  the  Federal  Government,  and 
by  rule  of  thumb,  order  of  magnitude,  it  was  felt  that  we  use  more 
fully  technology,  as  the  examples  I  used  of  the  grocery  store,  banks 
and  the  like,  there  should  be  the  opportunity  to  have  some  signifi- 
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cant  reduction  in  that  700,000  positions  where  there  is  either  du- 
plication or  a  change  in  management  culture  can  help  address  that. 

Ms.  Norton.  Mr.  Lader,  you  know,  in  that  letter  that  you  read, 
I  am  not  sure  I  saw  nearly  the  emphasis  you  are  giving  here  on 
reduction  in  management  employees  where  the  ratio  is  much  high- 
er than  the  private  sector.  I  know  that  you  are  following  much  of 
the  DOD  experience.  The  majority  of  DOD  employees  who  accepted 
incentives  were  not  the  higher  paid  management  that  you  have 
spoken  of,  and  indeed,  we  have  had  testimony  and  we  have  every 
reason  to  believe  that  when  you  offer  $25,000,  this  may  very  well 
not  be  adequate  as  an  incentive  for  workers  in  the  upper  salary 
brackets  to  retire  when  this  administration  has  not  succeeded, 
through  no  fault  of  its  own,  I  hasten  to  add,  but  has  not  succeeded 
in  stimulating  the  economy. 

Many  of  these  will  be  people  who  are  certainly  not  at  the  end  of 
their  work  life.  They  know  they  are  going  into  an  economy  of  the 
kind  you  have  just  described,  where  the  big  corporations  have 
downsized.  They  are  going  into  an  economy  where  bases  are  being 
closed  and  you  expect  them  to  take  their  $25,000  for  early  retire- 
ment or  for  retirement  when  under  Federal  law  they  can  stay  for 
the  rest  of  their  lives,  and  go.  What  makes  you  believe  that  in  light 
of  your  experience  with  DOD? 

Mr.  Lader.  Well,  in  light  of  the  experience  with  the  Department 
of  Defense,  a  significant  percentage  of  those  who  were  offered  this 
opportunity  for  early  retirement  or  retirement  or  separation  took 
advantage  of  that.  But  you  are  very  correct  in  raising  the  question 
that  there  may  be  an  unfair  application  of  this,  and  that  is  why 
in  this  legislation,  there  is  the  requirement  that  each  agency  sub- 
mit a  plan  to  the  Office  of  Management  and  Budget  so  that  the  jobs 
that  are  targeted  cannot  be  targeted  in  any  way  that  is  not  accom- 
plishing the  mission  of  that  agency.  At  0MB  we  want  to  look  very 
carefully  at  these  plans  to  make  sure  that  the  thickening  that  has 
occurred  to  which  you  are  referring  in  certain  levels  of  government 
is  being  addressed. 

In  addition  to  that,  that  the  individual  agencies,  the  depart- 
ments, are  looking  to  geographic  areas,  field  offices,  headquarters, 
as  well  as  layers  in  the  organization  chart,  so  that  the  plan  is  one 
that  is  fair  and  is  effective  to  improve  the  performance,  but  you  are 
very  correct.  We  have  to  be  quite  vigilant  to  make  sure  that  there 
is  not  a  very  simple  across-the-board  application  for  certain  posi- 
tions. 

Ms.  Norton.  A  manager  may  be  driven  to  go  to  wherever  she 
thinks  $25,000  may  look  good,  and  $25,000  may  look  good  to  an 
employee  who  doesn't  do  a  thing  for  your  reform  efforts.  I  would 
like  to  suggest  to  you  that  the  0MB  letter  is  not  strong  enough  in 
this  regard.  The  reason  I  am  concerned  is  it  has  already  gone  out 
to  them  and  people  are  already  looking  to  what  they  have  to  do, 
but  I  can  tell  you  one  thing,  Mr.  Lader,  that  this  committee  will 
be  real  put  out  if  at  the  end,  the  two  to  one,  the  doubling  of  man- 
agers relative  to  workers  in  the  Federal  Grovernment  isn't  gone  or 
substantially  gone,  because  it  will  mean  that  somebody  didn't  quite 
get  it,  that  the  NPR  report  got  it,  but  it  somehow  did  not  get  trans- 
lated. 
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I  would  like  to  ask  you  about  the  cost  estimates  for  the  bill. 
Again,  I  want  to  reiterate,  we  have  great  doubts  about  $25,000 
doing  it,  and  in  light  of  that,  I  wonder  about  the  window  that  you 
have  left.  In  the  VSIP  bills  for  DOD,  CIA  and  NASA,  incentive  pay- 
ment authority  extended  to  September  30th,  1997,  whereas  this  ad- 
ministration has  asked  for  a  much  smaller  window.  You  know  what 
it  does  frankly,  Mr.  Lader,  it  makes  this  looks  Uke  deficit  reduc- 
tion. Because  if  you  were  interested  in  efficiency,  it  doesn't  seem 
to  me  you  would  rush  out  here  real  quick  and  say,  here  is  a  90- 
day  window,  do  or  die. 

It  has  all  the  hallmarks  of  a  very  experienced  committee  of  peo- 
ple trying  to  get  their  budget  numbers  down  instead  of  get  their 
efficiency  up. 

Mr.  Lader.  Well,  I  would  suggest  to  you  that  it  may  be  seen  in 
the  other  context  as  well.  If  we  are  going  to  undertake  such  broad 
public  management  reform  as  the  Vice  President  has  recommended 
and  the  President  has  accepted  in  the  National  Performance  Re- 
view, we  have  to  get  about  this  business,  and  one  of  the  key  things 
is  the  right  sizing  of  the  different  bureaus,  agencies  and  depart- 
ments, so  that  they  have  the  categories  of  staff  to  perform  the  mis- 
sions of  those  agencies. 

I  agree  with  you.  In  the  ideal  world,  we  would  take  a  longer  pe- 
riod of  time  and  perhaps  it  would  look  less  like  deficit  reduction 
motivated  as  you  contend,  but  I  submit  to  you  that  to  implement 
these  public  management  reforms,  we  have  to  get  to  work  quickly. 
You  should  note,  however,  that  although  there  is  the  90-day  period, 
the  90-day  period  is  a  time  to  be  selected  by  each  agency,  and  if 
an  individual  accepts  this  voluntary  separation,  this  buyout  incen- 
tive, if  you  will,  it  may,  under  agreement  with  the  agency,  actually 
be  implemented  in  the  following  fiscal  year. 

Ms.  Norton.  I  am  concerned  with  the  agency  having  time  to  do 
the  kind  of  surgical  assessment  that  I  think  is  required  here.  Not 
all  supervisors  or  managers  you  can  afford  to  lose. 

Mr.  Lader,  I  have  the  disadvantage  or  advantage,  according  to 
how  you  see  it,  of  having  run  a  very  complicated  Federal  agency, 
the  Equal  Employment  Opportunity  Commission,  when  it  was  in 
great  trouble,  and  I  have  to  tell  you  that  my  familiarity  with  what 
it  takes  to  match  up  your  work  load  with  what  you  need  in  the 
field  and  in  headquarters  does  not  tell  me  that  managers  who 
haven't  done  this  for  reform,  but  have  almost  always  done  it  only 
to  get  rid  of  people,  are  capable  of  getting  themselves  together  in 
90  days  and  doing  it  right.  I  wanted  to  say  for  the  record  that  I 
think  that  that  is  a  risk  you  are  incurring  hereby  giving  these  peo- 
ple a  far  shorter  period  of  time  than  you  have  given  others. 

They  are  going  to  have  to  rush  and  get  it  done.  We  are  going  to 
hold  you  responsible  for  their  having  done  it  absolutely  correctly, 
since  you  have  set  the  90-day  window  and  you  have  rushed  to  this 
committee,  which  has  been  more  than  happy  to  accommodate  you, 
but  only  if  you  were  willing  to  take  the  risk  that  you  may  end  up 
with  your  goals  unmet,  and  then,  Mr.  Lader,  do  not  come  back  here 
and  say,  we  need  some  RIFs  because  somehow  they  didn't  get  rid 
of  all  the  people  we  now  know  they  should  have  gotten  rid  of,  be- 
cause we  are  going  to  say,  we  don't  want  to  hear  that. 
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We  are  going  to  say,  well,  why  didn't  you  take  that  into  account 
when  you  insisted  on  90  days.  We  are  going  to  say  that  from  this 
podium,  Mr.  Lader,  that  we  told  you  that  wasn't  enough.  And  I  am 
going  to  say  I  told  you  so,  I  told  you  so  and  I  told  you  so,  because 
RIFs  are  only  going  to  occur,  as  far  as  we  are  concerned,  when  we 
have  seen  that  every  other  conceivable  alternative  has  been  ex- 
hausted, that  you  are  just  top  loaded  with  people  who  have  no 
work  to  do  and  that  the  fault  is  not  anybody's,  including  not  yours. 

I  just  want  everybody  to  know  it  now.  I  see  that  the  Ranking 
Member  has  come.  We  are  only  on  our  first  witness,  and  I  wonder 
if  she  has  any  comments  she  would  like  to  make. 

Mrs.  MORELLA.  Thank  you.  Madam  Chair.  I  think  I  would  like 
to  make  an  opening  statement  which  won't  be  very  lengthy,  if  I 
may. 

I  appreciate  the  urgency  of  this  second  meeting  on  H.R.  3218.  I 
recognize  also  that  both  this  subcommittee  and  the  Subcommittee 
on  Civil  Service,  who  have  joint  jurisdiction  over  this  legislation, 
will  have  markups  on  this  bill  this  week. 

I  am  pleased  we  have  a  number  of  witnesses  from  the  adminis- 
tration. I  am  sure — I  know  what  they  will  say,  even  though  I  may 
not  have  had  a  chance  to  review  their  testimony  because  most  of 
them  sent  up  their  materials  late  and  your  staff.  Madam  Chair, 
had  to  work  extremely  hard  at  the  last  minute  to  prepare  for  this 
hearing.  However,  I  do  look  forward  to  hearing  our  witnesses  and 
certainly  welcome  them. 

I  do  notice  that  there  is  a  cadre  of  people  who  went  over  to  tes- 
tify on  the  Senate  side  this  morning.  I  guess  picking  up  on  the  first 
meeting  that  we  had,  maybe  they  have  come  up  with  some  of  the 
answers  that  we  didn't  have  at  that  first  meeting;  but  Madam 
Chair,  I  found  that  that  last  hearing  was  very  useful.  It  was  very 
important  to  hear  from  the  unions  and  hear  their  concerns  and 
suggestions  and  as  you  will  recall,  each  of  us  last  week  was  con- 
cerned about  the  right-sizing,  the  right-sizing  of  the  government  by 
252,000  employees  in  terms  of  a  reduction,  and  I  request  at  the 
outset  that  all  of  our  witnesses  address  this  concern,  and  as  I  ex- 
pressed last  week  and  as  reiterated  by  0PM,  the  origin  eludes  all 
of  us. 

Another  theory  that  I  heard  since  then  is  that  the  number  is 
budget  driven,  that  perhaps  to  achieve  the  targeted  savings,  the 
total  number  of  Federal  employees  was  divided  into  the  anticipated 
dollar  savings  and  therein  or  as  a  result,  the  252,000  figure  was 
obtained.  Certainly  that  is  not  a  very  scientific  method. 

As  an  ancillary  thought,  there  is  now  a  proposal  before  us  in  the 
Congress  to  raise  the  retirement  age  for  Federal  employees  from 
age  55  to  65  over  a  20-year  period.  This  would  be  starting  in  Janu- 
ary of  1996.  The  savings  anticipated  an  estimate  by  the  Congres- 
sional Budget  Office  over  the  next  five  years  is  $190  million. 

It  is  further  estimated  that  the  savings  will  be  $5  billion  annu- 
ally once  the  retirement  age  has  been  raised  to  65,  and  I  am  going 
to  just  take  this  opportunity  to  express  my  opinion  on  that  particu- 
lar measure.  At  a  time  when  we  are  trying  to  make  retirement  sep- 
arations voluntary  so  that  there  will  be  a  minimum  need  for  lay- 
offs, I  believe  that  the  raising  of  the  Federal  retirement  age  is  en- 
tirely counterproductive  and  misguided.  Indeed,  I  have  also  heard 
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from  Federal  employees  and  constituents  that  their  well  made 
plans  for  retirement  would  have  been  for  naught. 

As  an  example,  several  employees  who  have  called  me  had  the 
years  of  service  but  are  too  young  to  retire.  Now,  in  their  late  40's 
with  more  than  25  years  of  public  service,  they  are  looking  forward 
to  retirement  at  age  55.  To  make  these  people,  who  are  generally 
in  the  CSRS,  work  until  they  are  65,  I  think,  would  be  totally  con- 
trary to  their  expectation. 

The  legislation,  my  constituents  think,  is  a  form  of  blackmail. 
Leave  the  government  now  or  you  will  have  to  work  another  10  to 
15  years.  The  witnesses  may  want  to  also  address  that  in  their  tes- 
timony. Having  said  that.  Madam  Chair,  I  look  forward  to  hearing 
more  of  the  testimony  on  H.R.  3218  and  later  ask  questions. 

Ms.  Norton.  I  thank  Ms.  Morella  for  those  important  remarks. 

I  have  only  a  couple  of  more  questions,  Mr.  Lader,  and  appre- 
ciate the  responses  you  have  been  able  to  provide. 

Ms.  Morella  spoke  of  the  Senate  hearing  this  morning.  I  am  in- 
formed that  Mr.  King  of  OPM  stated  at  that  hearing  that  the  90- 
day  window  is  a  maximum  and  that  agencies  could  offer  the  incen- 
tives for  less  than  the  90-day  period.  I  am  asking  you  if  that  is  so. 
If  that  is  so,  I  am  asking  you  if  OMB  would  consider  making  90 
days  mandatory  in  order  to  allow  agencies  time  to  do  their  work 
correctly  and  in  order  to  allow  employees  time  to  consider  their  fu- 
tures. 

We  had  testimony  from  those  representing  employees  we  most 
wish  to  target,  those  at  the  upper  end,  SES  employees  who  said 
that  they  believe  their  members  are  considering  what  was  at  stake 
and  would  want  to  contact  financial  advisors,  family,  think  about 
it,  and  the  90  days,  they  felt,  would  leave  many  of  their  members 
simply  to  let  it  pass.  So  I  am  asking  you  if  you  regard  90  days  as 
a  minimum — I  recognize  this  was  not  OMB  testimony,  and  if  OMB 
or  OPM,  rather,  regards  it  as  a  minimum,  if  you  would  consider  re- 
garding it  as  a  time  that  agencies  must  be  prepared  to  spend. 

Mr.  Lader.  The  bill,  you  are  correct,  would  require  that  no  more 
than  90  days  be  taken,  but  the  agencies  can  use  less  than  that  pe- 
riod. I  would  not  support  personally  the  notion  of  having  a  manda- 
tory OMB  regulation  of  90  days,  but  I  would  certainly  ask,  and  I 
will,  any  agency  seeking  less  than  that  to  demonstrate  what  ex- 
traordinary reasons  they  might  have,  what  requires  less  than  the 
90  days  for  the  reason  you  just  stated. 

Ms.  Norton.  So  if  that  is  the  case — when  people  tell  you  that 
you  may  be  cutting  off  your  nose  to  spite  your  face,  that  they  are 
going  to  be — people  that  represent  them  now,  testified  last  week, 
that  there  are  going  to  be  a  number,  a  significant  number  that  will 
refuse  to  go  in  90  days,  but  may  go  if  they  had  a  wider  window. 
Why  do  you  say,  you  have  to  take  the  90  days  and  do  your  job 
right?  What  is  the  point? 

Mr.  Lader.  Madam  Chair,  the  90-day  window  can  be  offered  any 
time  over  the  next  year  or  year  after  passage.  And  so  if  it  is  applied 
six  months  after  the  bill  is  enacted,  the  individuals  would  have  the 
equivalent  of  nine  months  to  think  through  what  action  they  might 
take  actually  in  that  three-month  period. 
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Ms.  Norton.  I  understand  that,  too,  but  they  are  not  thinking 
until  they  know  they  are  in  that  time  period  in  the  way  they  ought 
to  be  thinking,  at  least  for  many  of  them. 

Mr.  Lader.  And  the  bias  we  would  have  at  0MB  is  that  each  of 
the  agencies  should  allow  the  full  90  days. 

Madam  Chair,  you  flattered  me  in  a  way  a  few  minutes  ago  that 
you  may  have  had  no  idea  about  when  you  said  that  this  letter 
from  0MB  didn't  seem  to  be  specific  enough  or  tough  enough.  That 
is  the  first  time  I  have  ever  heard  anybody  say  anything  like  that 
about  0MB. 

I  am  actually  flattered  by  that.  We  believe  that  in  this  huge  Fed- 
eral Government,  trillion-and-a-half-dollar  budget,  4  million  plus 
employees,  for  us  to  have  set  rules  in  something  as  delicate,  im- 
pacting families  all  across  this  country,  that  apply  in  absolutes 
would  be  wrong,  that  we  should  offer 

Ms.  Norton.  You  can't  turn  that  argument  around  on  its  nose 
now.  It  is  the  90-day  rule  that  would  give  people  the  very  flexibility 
we  are  told  they  need.  You  simply  can't  make  the  case  that  you  are 
going  to  be  better  off  by  going  through  this,  finding  somebody 
should  have  taken  more  time  than  sending  him  back. 

I  must  tell  you  right  now  that  unless  I  hear  a  better  answer  than 
that,  I  am  going  to  amend  this  statute  to  say  that  agencies  must 
take  90  days.  In  light  of  the  fact  that  you  have  given  far  more  time 
to  other  agencies,  in  light  of  the  fact  you  tell  me  this  is  not  about 
budget  reduction,  but  about  a  virtual  surgical  understanding  of 
where  cuts  should  be  made,  in  light  of  the  fact  that  agencies  have 
not  done  this  before,  and  in  light  of  the  fact  that  the  employee  or- 
ganizations have  said  that  you  put  your  own  program  in  jeopardy 
by  90  days  if  they  asked  for  a  longer  period  of  time. 

I  think  those  answers  are  better  than  the  ones  you  are  giving  me 
right  now. 

Mr.  Lader.  I  can  only  give  you  the  answers  that  are  the  accurate 
reflection  of  the  position. 

Ms.  Norton.  I  understand. 

Mr.  Lader.  And  our  position  is  our  bias  will  be  to  have  the  90 
days,  but  if  an  agency  has  an  extraordinary  reason  for  less  than 
that 

Ms.  Norton.  Give  me  an  example  of  such  a  reason. 

Mr.  Lader.  Madam  Chairman,  I  cannot,  in  my  intellect,  think  of 
all  the  reasons  in  a  government  of  4  million  employees  that  per- 
haps an  agency  would  need  less  time  or  think  it  prudent.  We  want 
to  leave  that  option  open,  but  90  days  is  the  bias  and  we  would 
move  forward  on  that  basis. 

Ms.  Norton.  Mr.  Lader,  I  am  all  for  the  kind  of  flexibility  that 
0MB  apparently  has  belatedly  begun  to  show  under  the  Clinton 
administration.  I  must  say  that  weighed  against  the  bias  you  say 
you  already  have  in  favor  of  90  days,  and  the  testimony  is  virtually 
unanimous  we  have  received,  that  your  time  period  is  too  short.  I 
haven't  heard  a  reason  why  we  should  not  require  90  days  to  be 
taken  and  tell  people  in  advance,  don't  go  running  back  to  0MB. 
Give  employees  at  least  the  maximum  time  that  the  bill  allows 
which  we  have  heard  is  too  short  a  period  of  time  anyway. 

Mrs.  MORELLA.  Madam  Chair,  just  on  that  point,  if  I  may,  I  am 
surprised  to  learn  that  an  agency,  then,  could  decide  that  30  days 
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would  be  the  maximum  window  of  opportunity.  I  didn't  even  realize 
that,  because  it  seems  to  me  an  agency  determines  its  eligibility  to 
a  great  degree  also.  So  given  that,  they  are  really  turning  the 
screws  in  terms  of  who  is  going  to  be  eligible  for  this  situation. 

Mr.  Lader.  Let  me  simply  urge  that  that  point  came  up  as  one 
point  in  two-and-a-half  hours  of  testimony  and  Mr.  King  made  that 
point  in  a  technical  response  to  the  question  as  to  the  reading  of 
the  bill.  It  was  in  no  way  a  matter  of  his  advocacy  of  that,  I  believe, 
and  it  certainly  would  not  be  my  advocacy  of  that  particular  posi- 
tion. It  was  his  technical  response  to  a  reading  of  the  bill. 

Ms.  Norton.  Moving  along,  because  we,  at  least,  have  an  under- 
standing of  one  another,  gmd  I  understand  your  concern  again,  Mr. 
Lader.  I  think  it  hurts  the  credibility  of  a  bill  because,  again,  the 
more  you  rush  it,  the  more  it  looks  like  you  really  are  about  deficit 
reduction.  The  more  you  say  this  is  in  consideration  of  the  employ- 
ees, for  goodness  sakes,  anybody  that  goes  out  here  on  this  market 
now  is  taking  a  chance  and  taking  a  risk  when  they  don't  have  to 
do  so. 

At  the  very  least,  if  you  are  going  to  give  them  the  most  mini- 
mum time  conceivable,  at  least  make  that  minimum  time  mini- 
mum— make  that  minimum  time  as  maximum  as  you  can. 

We  have  an  important  question,  though,  that  was  left  open  by 
the  testimony  last  week  and  it  has  to  do  with  the  CBO's  cost  esti- 
mate of  the  bill.  What  are  the  Budget  Enforcement  Act  implications 
of  this  bill  to  the  extent  that  the  bill  authorizes  incentive  payments 
not  already  authorized  or  appropriated  under  the  Omnibus  Budget 
Reconciliation  Act  of  1993? 

Why  does  0MB  believe  that  this  bill  does  not  create  pay-as-you- 
go  problems? 

Mr.  Lader.  Let  me  respond  with  the  technical  response  and  then 
give  a  common  sense  summary,  if  I  might. 

We  at  0MB  do  not  agree  with  CBO  that  the  bill  will  increase  di- 
rect spending  under  the  Budget  Enforcement  Act.  And  our  position, 
as  well  as  CBO's,  consistent  with  the  way  that  we  view  such  mat- 
ters, is  that  the  voluntary  separation  incentive  legislation  permits 
agencies  to  offer  financial  incentives  that  must  be  funded  from 
their  discretionary  appropriation. 

In  other  words,  it  is  not  a  pot  of  new  money.  It  comes  out  of  al- 
ready allocated  budget  discretionary  funds,  but  the  legislation 
leaves  the  retirement  statute  unchanged.  It  does  not  directly  re- 
quire retirements,  and  so  because  0MB  has  a  strict  constructionist 
view  of  not  scoring  items  unless  the  legislation  directly  requires  it, 
it  does  not  do  so. 

It  is  a  bit  of  a  theological  argument,  if  you  might,  because  CBO 
states  in  their  letter  that  in  the  long — in  the  mid  and  long  term, 
this  legislation  will  result  in  considerable  savings  to  taxpayers,  but 
it  points  out  that  in  their  view,  it  is  likely  to  enhance  and  acceler- 
ate retirements,  which  is  exactly  our  objective.  And  because  of  the 
way  CBO  looks  at  that,  their  view  is  the  acceleration  of  the  retire- 
ments, people  retiring  sooner  than  they  might  have,  requires  that 
more  funds  be  spent  sooner,  leading  to  their  view. 

Now,  because  OMB  has  taken  this  position,  it  would  not  lead  to 
a  sequester  and  therefore  it  is  not  really  a,  we  believe,  a  matter 
of  practical  significance.  In  effect,  the  commonsense  response  is 
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this:  By  having  a  9  percent  mandated  contribution  to  the  retire- 
ment plan,  any  potential  additional  costs  (which  have  been  esti- 
mated based  on  14-years  of  actual  experience)  will  have  been  cov- 
ered. Over  the  long  run,  it  would  not  require  new  dollars  on  the 
mandatory  side,  and  because  there  are  no  additional  discretionary 
funds,  the  agencies  are  using  funds  they  already  have.  There  is  no 
new  money.  It  is  budget  neutral. 

The  additional  funds  in  the  short  term  will  be  offset  by  the  fact 
that  the  pension's  longer  term  monthly  payments  will  be  the  lower 
amounts.  But  that  is  the  reason  for  the  difference.  I  would  hope 
that  what  amounts  to  really  a  theological  view  of  the  difference  of 
scoring  would  not  in  any  way  change  the  common  sense  wisdom  of 
using  this  buyout  tool. 

Ms.  Norton.  I  have  asked  a  number  of  questions.  I  am  going  to 
call  on  the  Ranking  Member  at  this  time. 

Mrs.  MORELLA.  Thank  you.  I  think  maybe  it  is  the  theological  ex- 
planation, but  it  needs  some  spiritual  guidance  along  the  way. 

I  am  just  curious  about  what  assurances  we  have  that  the  elimi- 
nated positions  will  not  be  filled. 

For  instance,  the  unwanted  personnel,  given  the  option  to  leave, 
the  position  being  vacated  and  then  filled  with  wanted  personnel. 
Can  you  see  that  possible  scenario?  Are  there  any  assurances  in 
there  that  we  are  not  going  to  muddy  the  waters  and  use  this  as 
a  reason  for  getting  rid  of  some  people  and  then  hiring  someone 
else  for  those  positions? 

Mr.  Lader.  Yes,  there  are  some  assurances.  None  are  absolute, 
and  I  want  to  come  back,  when  the  word  "absolute"  was  used  be- 
fore, I  always  get  concerned  when  absolute  is  the  term  of  reference. 

The  requirement  is  that  we  would  look  to  no  more  than  one  re- 
placement for  every  two  buyouts.  Some  discretion  is  permitted  on 
this.  The  reason  is  because  the  buyouts  are  not  directed  to  individ- 
uals. They  are  directed  to  positions,  categories  of  employment,  par- 
ticular jobs  that  are  filled,  and  it  may  well  be  that  an  agency  has 
an  abundance  of  people  in  one  category,  but  a  very  dramatic  need 
in  another  category,  and  so  it  may  need  to,  while  we  are  on  a  FTE 
system,  reduce  the  FTEs  in  the  prior  category  and  hire  somebody 
in  the  second  category.  That  is  why  we  use  the  term  right-sizing. 

Now,  you  are  correct.  There  is  nothing  that  would  stop  the  man- 
ager from  hiring  somebody  to  replace  one  of  the  two  individuals  in 
that  prior  category,  but  we  would  hope  that  that  would  reflect  a 
different  set  of  skills  to  perform  that  job,  because  in  any  job  classi- 
fication, you  can't  precisely  say  that  any  two  human  beings  are 
going  to  bring  the  same  set  of  skills  to  that  job,  but  that  would  be 
the  exception. 

What  we  are  looking  to  are  plans  that  show  true  delayering, 
looking  at  headquarters,  field,  regional  staffs,  and  looking  at  the 
different  respective  strengths  and  needs  of  that  particular  agency. 

Mrs.  MORELLA.  So  many  elements  that  enter  into  the  dimension 
to  make  it  really  work  out,  and  I  guess  you  have  hit  on  a  number 
of  those  possibilities  and  the  hopes  therefor. 

Also,  are  there  any  prohibitions  against  contracting  out  when 
you  do  the  right-sizing  or  whatever  you  want  to  call  it, — downsizing 
we  call  it.  Because  I  have  before  me,  in  terms  of  Federal  contracts 
an  awful  lot  of  contracting  out  right  now  that  is  taking  place,  and 
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I  have  a  feeling  that  this  plan  could  enhance  that,  increase  it,  pro- 
mote it.  Would  you  like  to  comment  on  that? 

Mr.  Lader.  The  administration  is  very  sensitive  to  that  and 
while  we  do  believe  that  there  is  a  proper  role  for  certain  out 
sourcing  based  on  specific  expertise  and  specific  needs  of  the  gov- 
ernment, at  the  same  time  we  are  very  concerned  that  that  not 
happen  in  the  absolute,  if  I  might  refer  to  that  term. 

The  guide  is  this:  There  is  no  separate  pool  of  dollars.  If  individ- 
uals under  the  Budget  Enforcement  Act,  individual  managers  have 
a  lower  budget  to  operate  their  bureau,  agency,  department,  then 
if  they  are  reducing  staff,  the  dollars  simply  aren't  going  to  be 
there  for  them  just  immediately  to  let  somebody  who  previously 
was  a  government  employee  have  that  service  performed  by  some- 
one as  a  government  contractor.  So  the  control  on  that,  not  abso- 
lute, but  the  control  on  that  is  managing  by  budget  in  that  sense. 
But  we  want  to  be  very  concerned  that  inherently  governmental 
functions  are  not  contracted  out,  and  we  shall  be  watchdogs  on 
that. 

If  I  might  add  one  further  answer  to  the  previous  question,  be- 
cause I  think  you  weren't  satisfied  in  my  response  to  the  methodol- 
ogy in  getting  to  the  252,000.  I  pointed  out  the  context  of  what  is 
happening  in  the  private  sector.  I  pointed  to  the  700,000  positions 
that  are  one  area.  But  let  me  add  two  other  themes. 

It  was  found  that  in  our  Federal  Grovernment,  we  have  a  ratio 
of  managers  to  front  line  workers  of  one  to  seven.  The  average  in 
the  American  business  community  is  one  to  15,  and  that  suggests 
that  the  span  of  control  must  be  broadened  through  fuller  use  of 
technology,  through  greater  empowerment  of  employees  on  the  line 
to  make  decisions  for  themselves,  and  so  part  of  the  OMB  review 
of  these  plans  will  be  to  say,  how  are  you  delayering  to  eliminate 
some  of  this  unnecessary  supervision? 

The  final  point,  if  I  may.  Increased  productivity.  Each  of  the 
plans  must  demonstrate  to  us  at  the  Office  of  Management  and 
Budget  how  this  right-sizing  comes  hand  in  hand  with  increased 
productivity  in  that  department  and  agency  to  be  realized  over  the 
mid  term,  two,  three,  and  four  years. 

So  if  you  put  that  together,  I  hope — maybe  it  might  not  be  totally 
satisfactory  to  you,  but  might  give  you  a  better  sense  of  the 
thought  process  at  which  this  12  percent  reduction  was  derived. 

Mrs.  MORELLA.  Theoretically,  it  sounds  great  and  so  we  hope  it 
is  going  to  work  out  in  that  there  are  so  many  other  aspects  of  it. 
Just  one  final  point  if  I  might.  Madam  Chair.  I  have  heard  from 
some  constituents  who  say  they  represent  some  significant  num- 
bers who  have  had  close  to  20  years  experience. 

Now,  they  indicated  that  something  that  might  be  considered  in 
the  way  of  sort  of  a  sweetener.  Rather  than  even  considering  the 
$25,000  package,  what  they  would  find  as  a  great  incentive  would 
be  to  be  given  the  five  years  toward  retirement.  Has  that  been  con- 
sidered and  what  is  your  opinion  of  something  like  that? 

Mr.  Lader.  It  was  considered.  It  is  not  the  administration's  pro- 
posal. We  suggest  that  there  should  be  a  variety  of  tools  to  accom- 
plish this  right-sizing:  attrition  in  certain  areas,  hiring  freeze,  vol- 
untary buyouts,  and  as  necessary,  reductions  in  force. 

[The  information  referred  to  follows:] 
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The  Administration  considered  the  option  of  adding  five  years  to  age  or  years  of 
service.  However,  because  this  option  would  change  retirement  law  and  directly  in- 
crease retirement  outlays,  it  would  have  violated  the  pay-as-you-go  requirements  of 
the  Budget  Enforcement  Act  or  required  offsets  to  comply  with  the  Budget  Enforce- 
ment Act.  Given  the  tools  already  available  and  being  proposed  in  this  bill,  we  do 
not  believe  that  it  is  necessary  or  desirable  to  propose  such  a  change  to  retirement 
law. 

Mrs.  MORELLA.  I  have  no  other  questions,  Madam  Chair.  Thank 
you. 

Ms.  Norton.  Thank  you,  Ms.  Morella.  Indeed  the  administration 
beheves  they  can  even  go  30  days  and  make  a  decision,  but  we  are 
going  to  try  to  help  you  out  on  that  one. 

I  have  one  final  question  that  was  left  from  last  week  where  we 
were  confused,  and  that  is  concerning  the  9  percent  agency  con- 
tribution. I  wonder  if  you  would  explain  that  and  exactly  how  it  off- 
sets the  cost  of  an  early  retiree's  annuity,  if  at  all? 

How  did  0MB  determine  9  percent  was  an  accurate  reflection  of 
the  cost  of  early  outs  to  the  government? 

Mr.  Lader.  Well,  the  9  percent  was  determined  by  the  Office  of 
Personnel  management  and  it  certainly  is  acceptable  to  0MB.  The 
logic  is  this.  The  9  percent  represents  the  additional  cost  to  the 
government  of  the  early  retirement.  In  other  words,  the  difference 
between  the  cost  of  early  retirement  and  the  cost  of  normal  retire- 
ment. An  employee  retiring  early  under  the  Civil  Service  Retire- 
ment System  receives  an  annuity  that  is  reduced  2  percent  each 
year  for  every  year  that  employee  is  under  age  55,  but  this  reduc- 
tion is  not  an  actual  computation  or  reduction  and  it  doesn't  fully 
cover  that  cost. 

Therefore,  it  was  found  through  checking  14-years  of  data  1975 
to  1989,  that  9  percent  would  represent  the  amount  sufficient  to 
cover  that  spread  or  that  difference,  and  CBO  in  its  letter  to  the 
Congress  has  indicated  that  that  is  seemingly  an  appropriate  num- 
ber. 

Now,  we  have  a  very  serious  problem  here.  The  Civil  Service  Re- 
tirement Fund  that  this  administration  has  inherited,  has  a  $600 
billion  unfunded  liability.  And  we  wanted  to  be  sure  that  the  agen- 
cies, by  using  this  buyout  voluntary  incentive  package,  were  going 
to  be  paying  the  full  freight  and  not  leave  the  retirement  plan  in 
worse  shape.  The  9  percent,  based  on  that  14-years  of  data  and  the 
actuarial  computations  done  by  0PM  suggest,  with  CBO's  view  as 
well,  that  that  is  adequate  to  cover  the  actual  cost  of  the  acceler- 
ated retirements. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Lader.  I  appreciate  the 
excellent  way  in  which  you  have  taken  head  on  our  very  direct 
questions  and  I  appreciate  your  testimony  here  this  afternoon. 

Mr.  Lader.  Thanks  for  the  opportunity. 

Ms.  Norton.  I  would  like  to  call  Mr.  James  L.  Blum,  Deputy  Di- 
rector, Congressional  Budget  Office  at  this  time. 

Mr.  Blum. 

Mr.  Blum.  Thank  you.  Madam  Chair.  Madam  Chair  and  Con- 
gresswoman  Morella,  I  appreciate  this  opportunity  to  discuss  the 
cost  issues  associated  with  the  administration's  proposal  to  offer 
separation  incentive  pa3rments  to  Federal  employees  in  civilian 
agencies  who  voluntarily  resign  or  retire  early  from  government 
service. 
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As  you  request  in  your  letter  of  invitation,  I  will  limit  my  re- 
marks to  a  brief  summary  of  my  prepared  statement.  I  ask  that  the 
statement  be  included  in  the  record. 

Although  agencies  have  not  yet  submitted  to  OMB  detailed  plans 
for  using  the  authority  to  make  incentive  payments,  experience  at 
both  the  Department  of  Defense  and  the  U.S.  Postal  Service  can  be 
used  for  making  assumptions  about  the  potential  cost  impact  for 
the  Federal  budget. 

Last  week,  the  Congressional  Budget  Office  gave  the  committee 
a  cost  estimate  for  H.R.  3218,  the  bill  embodying  the  administra- 
tion's proposal.  The  cost  estimate  is  summarized  in  tables  1  and  2 
in  my  prepared  statement. 

The  CBO  cost  estimate  is  presented  in  two  parts:  first,  the  in- 
crease in  direct  spending  that  would  result  because  of  the  earlier 
retirement  of  some  employees  who  would  receive  incentive  pay- 
ments; and  second,  the  cost  to  agencies  from  appropriated  funds  in 
making  the  incentive  payments  and  paying  an  extra  charge  to  the 
Civil  Service  Retirement  System  for  the  added  cost  of  early  retire- 
ment. 

The  increase  in  direct  spending,  in  CBO's  opinion,  should  be 
charged  to  the  pay-as-you-go  scorecard.  We  believe  that  a  direct  re- 
sult of  using  the  authority  to  make  incentive  payments  for  vol- 
untary separations  will  be  a  short-run  increase  in  retirement  bene- 
fits above  the  levels  assumed  in  the  1994  budget  resolution. 

Under  our  assumptions,  this  increase  would  amount  to  more 
than  $800  million  over  the  next  three  years.  After  1996,  however, 
annuity  payments  would  be  somewhat  lower  because  employees 
who  retire  early  would  have  lower  benefits  than  if  they  had  re- 
mained longer  in  government  service. 

The  increase  in  direct  spending  would  also  be  partially  offset  by 
the  agencies'  payment  of  the  9  percent  charge  against  the  salaries 
of  early  retirees.  This  would  be  a  permanent  change  in  law  and 
under  our  assumptions  would  produce  nearly  $300  million  in  sav- 
ings for  the  government  over  the  next  five  years. 

We  estimate  that  the  cost  to  the  agencies  of  H.R.  3218  would 
amount  to  $2  billion  in  1994.  This  cost  would  have  to  be  absorbed 
in  their  1994  appropriations.  It  would  not  add  to  the  projected 
budget  deficit  for  1994.  In  all  likelihood,  agencies  would  have  some 
added  personnel  costs  in  1994  as  a  result  of  the  incentive  pay- 
ments, but  there  would  be  substantial  savings  in  personnel  costs 
after  1994  as  a  result  of  the  reduction  in  employment. 

The  amount  of  savings  depends  on  how  many  employees  are  in- 
duced to  leave  Federal  employment  by  the  incentive  payments  and 
the  extent  to  which  agencies  replace  them. 

We  did  not  include  these  savings  in  personnel  costs  in  our  cost 
estimate  because  the  proposed  legislation  contains  no  provision  to 
ensure  that  agency  appropriations  will  be  reduced  as  employment 
falls.  In  effect,  most  if  not  all  of  these  savings  will  be  needed  to 
stay  within  the  appropriation  limits  set  by  the  Omnibus  Budget 
Reconciliation  Act  of  1993.  Therefore,  the  savings  have  already 
been  taken  into  account  in  the  1994  budget  resolution. 

Under  our  assumptions,  the  authority  to  make  incentive  pay- 
ments should  make  a  significant  contribution  to  meeting  the  ad- 
ministration's goal  of  reducing  Federal  civilian  nonpostal  employ- 
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ment  by  252,000  over  the  next  five  or  six  years.  Most  of  the  reduc- 
tion, I  should  observe,  is  planned  to  take  place  in  the  Defense  De- 
partment. 

Based  on  budgetary  and  other  information  that  we  have  received, 
the  reductions  at  DoD  could  total  160,000  over  the  1994  to  1999 
period. 

The  incentive  payments  to  be  authorized  by  H.R.  3218  could  re- 
sult in  employment  reductions  of  as  much  as  85,000  in  the  civilian 
agencies  if  no  employees  receiving  payments  are  replaced.  Even  if 
civilian  agencies  replace  one  out  of  every  two  employees  who  are 
given  incentive  payments,  the  total  reductions  in  employment  (ci- 
vilian agencies  plus  DoD)  would  be  quite  sizable. 

Assuming  that  the  Defense  Department's  civilian  employment 
does  fall  by  160,000  over  the  next  six  years,  the  85,000  reduction 
in  civilian  agencies  could  also  be  met  through  a  partial  freeze  in 
hiring.  Assuming,  for  example,  that  5  percent  of  the  work  force  vol- 
untarily separated  each  year,  which  is  a  conservative  estimate,  the 
government  could  reduce  employment  by  85,000  by  filling  only 
about  three  out  of  every  four  vacancies  that  occurred.  But  if  the  re- 
ductions were  concentrated  in  particular  agencies  or  were  not 
spread  evenly  over  the  next  five  to  six  years,  the  incentive  pay- 
ments authorized  by  H.R.  3218  would  provide  a  very  useful  tool  for 
achieving  the  employment  reductions  without  major  disruptions  in 
service. 

Experience  at  DoD  and  the  U.S.  Postal  Service  suggests  that  in- 
centives can  be  used  effectively  as  a  tool  to  reduce  the  Federal  civil- 
ian work  force.  Such  efforts  will  have  costs  that  are  likely  to  be 
higher,  however,  than  relying  on  other  methods,  such  as  hiring 
freezes,  early  retirements,  or  layoffs.  Some  of  this  higher  cost  re- 
sults from  making  incentive  payments  to  employees  who  would 
have  retired  or  resigned  anyway  without  the  payments. 

For  example,  our  cost  estimate  assumes  that  only  about  half  of 
the  employees  who  would  be  given  incentive  payments  would  retire 
earlier  than  they  would  have  otherwise. 

Depending  on  how  well  agencies  plan  their  employment  reduc- 
tions, their  efforts  could  also  involve  a  great  deal  of  reorganization, 
retraining,  and  other  activities,  but  over  the  long  term,  savings 
from  reduced  personnel  costs  should  more  than  offset  any  short- 
term  costs. 

Our  analysis  of  different  downsizing  techniques  suggests  that 
these  savings  will  total  many  times  any  cost — provided,  of  course, 
that  the  reduction  in  employment  is  permanent  and  the  agencies 
do  not  rehire. 

That  concludes  my  oral  statement.  Madam  Chair,  and  I  would  be 
happy  to  answer  any  questions  that  you  or  Congresswoman 
Morella  might  have. 

[The  prepared  statement  of  Mr.  Blum  follows:] 

Prepared  Statement  of  James  L.  Blum,  Deputy  Director,  Congressional 

Budget  Office 

Madam  Chair  and  Members  of  the  Subcommittee,  I  appreciate  this  opportunity 
to  discuss  H.R.  3218,  the  Federal  Workforce  Restructuring  Act  of  1993.  My  testi- 
mony today  will  review: 

The  costs  to  the  federal  government  of  the  proposed  legislation; 
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The  contribution  the  legislation  might  make  to  meeting  the  Administration's  an- 
nounced goal  for  reducing  federal  emplosnnent  by  about  252,000  through  1999;  and 

Some  findings  of  the  Congressional  Budget  Office  (CBO)  regarding  the  use  of  cash 
incentives  at  the  Department  of  Defense  and  the  U.S.  Postal  Service. 

THE  COSTS  TO  THE  FEDERAL  GOVERNMENT  OF  H.R.  3218 

H.R.  3218  would  allow  civilian  agencies  of  the  federal  government  to  establish 
programs  that  would  offer  separation  payments  to  encourage  employees  in  the  civil 
service  to  retire  or  resign  in  fiscal  year  1994.  The  amoimt  of  the  separation  payment 
per  employee  would  be  the  lesser  of  $25,000  or  the  amount  of  severance  pay  the 
employee  would  qualify  for  under  involuntary  separation.  Employees  who  accept  the 
incentive  and  wish  to  retire  must  qualify  under  current  rules  for  voluntary  retire- 
ment. We  assiune  that  the  executive  branch  agencies  will  request  and  that  the  Of- 
fice of  Personnel  Management  will  grant  widespread  use  of  authority  for  voluntary 
early  retirement,  as  available  under  existing  law,  in  conjimction  with  the  use  of  sep- 
siration  incentives.  H.R.  3218  has  implications  both  for  Uie  dii-ect  spending  scorecard 
under  the  pay-as-you-go  system  and  for  appropriations  that  are  enforced  by  discre- 
tionary caps. 

DIRECT  SPENDING 

Direct  spending  would  increase  under  the  bill  because  some  employees  who  retire 
after  taking  the  incentive  would  receive  their  annuities  earlier  than  under  ciurent 
law.  CBO  estimates  that  the  costs  of  the  additional  annuity  payments  would  accu- 
mulate to  $792  million  throu^  1998  (see  Table  1).  Throu^out  the  federal  govern- 
ment (except  for  the  Department  of  Defense,  the  Central  Intelligence  Agency,  and 
the  General  Accounting  Office,  which  already  have  the  authority  to  provide  separa- 
tion payments),  about  250,000  employees  will  be  eligible  to  retire  or  retire  early  in 
1994.  Our  cost  estimate  assumes  that  35  percent  of  employees  eligible  to  retire 
under  regular  voluntary  rules  and  20  percent  of  employees  eligible  to  take  eairly  re- 
tirement under  reduced  age  and  service  requirement  would  accept  the  incentive  and 
retire.  These  rates  of  acceptance  are  based  on  experience  at  both  the  Department 
of  Defense  (DoD)  and  the  U.S.  Postal  Service  (USPS)  and  assimie  some  targeting 
by  agencies  in  the  fiiture. 

TABLE  1.— EFFECTS  ON  H.R.  3218  ON  DIRECT  SPENDING,  1994-98 
[By  fiscal  year,  in  millions  of  dollars] 


1994      1995      1996      1997      1998 


Cumulative 
five-year 


Annuity  payments  248  443  137  - 18  - 18  792 

Agency  payments  of  9  percent -127  -13  -14  -58  -61  -273 

Total  121  430  123  -76  -79  519 

Source:  Congressional  Budget  Office. 

Based  on  results  from  a  program  at  the  USPS,  we  expect  that  65  percent  of  regu- 
lar retirees  and  40  percent  of  early  retirees  who  take  the  incentive  and  retire  would 
have  retired  at  the  same  time  anjrway,  without  the  incentive.  The  incentive  pay- 
ments therefore  would  induce  approximately  29,000  employees  to  retire  earlier  than 
they  would  have  otherwise.  The  benefits  paid  to  these  retirees  constitute  the  in- 
crease in  direct  spending.  We  assume  that  these  people  would  retire  one  or  two 
years  earlier.  As  a  result,  initial  spending  for  retirement  benefits  under  the  incen- 
tive program  would  exceed  the  baseUne.  Beginning  in  1997,  however,  savings  would 
result  because  people  who  retire  early  accept  an  annuity  that  is  lower  than  the  one 
they  would  have  had  in  the  absence  of  an  incentive. 

This  proposal  would  also  require  agencies  to  contribute  to  the  retirement  trust 
fund  a  total  of  9  percent  of  the  salary  at  the  time  of  retirement  of  aU  future  involun- 
tary and  voluntary  early  retirees  in  the  Civil  Service  Retirement  System.  This  re- 
quirement would  extend  beyond  the  Umited  period  during  which  agencies  can  make 
incentive  pajonents.  Receipt  of  this  payment  into  the  trust  fiind  offsets  direct  spend- 
ing. The  purpose  of  the  9  percent  payment  is  to  fiilly  reimburse  the  retirement  sys- 
tem for  the  cost  of  early  retirement.  Under  present  law,  the  2  percent  reduction  in 
annuities  for  each  year  before  age  55  for  early  retirees  is  not  sufficient  to  cover  the 
cost  of  early  retirement. 


119 

AMOUNTS  AUTHORIZED  FOR  APPROPRUTION 

The  government  also  would  incur  costs  that  would  be  funded  by  appropriations. 
These  costs  accumulate  to  $2  billion  through  1998  (see  Table  2).  The  largest  compo- 
nent of  this  cost  is  the  incentive  payments,  which  total  an  estimated  $1.7  billion 
in  1994.  We  assume  that  all  retirees,  more  than  60,000  in  total,  would  receive  a 
$25,000  separation  incentive  and  that  more  than  24,000  resignees  would  accept  an 
average  separation  incentive  of  $7,500. 

TABLE  2.— EFFECTS  OF  H.R.  3218  ON  OUTLAYS,  1994-98 
[By  fiscal  year,  in  millions  of  dollars] 


1994  1995  1996  1997  1998 


Cumulative 
five-year 


Incentive  payments 1,703  0  0  0  0  1,703 

Agency  payment  of  9  percent  127  13  14  58  61  273 

Payment  for  unused  leave 265  - 133  -  133 0 0 0 

Total  2.095  -120  -119 58 61  1,975 

Source:  Congressional  Budget  Office 

The  cost  of  agencies'  payments  to  the  retirement  trust  fund  of  9  percent  of  final 
salary  for  all  early  retirees  would  be  an  estimated  $127  million  in  1994,  $13  million 
in  1995,  $14  miUion  in  1996,  $58  miUion  in  1997,  and  $61  million  in  1998.  These 
estimates  assume  an  average  of  about  3,000  early  retirements  annually  in  1995  and 
1996  and  about  12,000  annually  in  1997  and  1998. 

The  payout  for  unused  annual  leave  would  be  $265  million  in  1994.  The  average 
payment  for  unused  leave  is  assumed  to  be  $3,800  for  retirees  and  $1,400  for 
resignees.  These  payouts  are  offset  in  later  years  when  separating  workers  would 
have  retired  anyway. 

I  would  Hke  to  point  out  that  the  proposed  legislation  could  result  in  substantial 
savings  in  personnel  costs.  Over  the  long  run,  those  savings  could  total  many  times 
the  estimated  cost.  For  example,  assuming  an  average  salary  for  separated  workers 
of  $35,000,  payroll  savings  for  the  85,000  workers  CBO  assumes  would  leave  gov- 
ernment could  total  about  $3  billion  per  year — summing  to  $15  billion  over  five 
years.  CBO  does  not  include  these  pay  and  other  savings  in  the  cost  estimate,  how- 
ever, because  the  proposed  legislation  does  not  contain  a  provision  to  ensure  that 
appropriations  to  agencies  would  actually  be  reduced.  In  effect,  most  if  not  all  of 
these  savings  will  be  needed  to  stay  within  the  appropriation  limits  set  by  the  Om- 
nibus Budget  Reconciliation  Act  of  1993. 

MEETING  THE  ADMINISTRATION'S  EMPLOYMENT  REDUCTION  GOAL 

The  National  Performance  Review  (NPR)  proposes  reducing  the  federal  govern- 
ment's civihan,  nonpostal  work  force  by  252,000,  or  12  percent  of  the  current  level, 
through  1999.  Assuming,  consistent  with  the  President's  budget,  that  a  reduction 
of  about  10,000  will  be  accomplished  in  1993,  then  242,000  reductions  would  have 
to  be  made  in  1994  through  1999. 

Many  factors  will  determine  the  ability  of  the  proposed  early-retirement  and  in- 
centive program  to  achieve  the  targeted  reduction,  including  how  fast  the  incentives 
are  carried  out  and  how  concentrated  the  reductions  are  by  occupation  and  geo- 
graphic location.  Generally,  the  more  evenly  reductions  are  spread  over  time  and 
place,  the  easier  it  would  be  to  achieve  them  without  layoffs  and  other  major  disrup- 
tions in  the  work  force.  More  definitive  analysis  of  the  possibility  of  success  for  the 
employment  reduction  efforts  will  have  to  wait  until  detailed  agency  plans  are  avail- 
able in  December  of  this  year. 

Based  on  information  currently  available,  however,  it  would  appear  that  the  Ad- 
ministration may  be  able  to  achieve  the  required  level  of  reductions  without  too 
much  difficulty.  Budget  and  other  information  from  DoD  suggests  that  reductions 
planned  there  will  total  160,000  over  the  1994-1999  period.  That  means  that  civil- 
ian agencies  would  have  to  make  only  82,000  reductions  to  meet  the  goal  of  242,000 
through  1999.  If  CBO's  estimate  that  about  85,000  workers  would  leave  civilian 
agencies  under  the  proposed  legislation  is  accurate,  then  total  separations  for  that 
period  would  reach  about  245,000,  exceeding  the  level  targeted  by  the  NPR  for  the 
same  years.  Even  if  civilian  agencies  replaced  half  of  the  85,000  employees  that 
CBO  estimates  would  leave,  total  civilian  agency  and  defense  reductions  would  still 
reach  about  200,000,  which  is  a  substantial  step  toward  the  goal.  Remaining  reduc- 
tions could  easily  be  achieved  through  a  freeze  on  hiring. 
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Moreover,  even  a  reduction  in  employment  of  85,000  coxild  also  probably  be 
achieved  with  a  partial  freeze  on  hiring.  If  the  drop  in  employment  were  spread 
evenly  over  tJie  six  years  from  1994  through  1999,  needed  annual  reductions  would 
amount  to  about  14,000.  Assuming  that  5  percent  of  the  work  force  voluntarily  sepa- 
rated each  year,  which  is  a  conservative  estimate,  the  government  could  meet  its 
target  by  filling  only  about  three  of  every  four  vacancies  tihat  occur.  But  if  the  reduc- 
tions are  concentrated  in  particular  agencies  or  are  not  spread  evenly  over  the  five 
to  six  years,  the  incentive  payments  authorized  by  H.R.  3218  would  provide  a  useful 
tool  for  achieving  the  reductions  without  major  disruptions  in  service. 

Of  course,  the  overall  nvunber  of  workers  who  leave  is  only  one  consideration.  The 
success  of  efforts  to  reduce  employment  without  significantly  disrupting  the  work 
force  will  also  depend  on  the  ability  of  agencies  to  separate  employees  they  can  af- 
ford to  lose  and  not  replace.  Otherwise,  efforts  to  reduce  employment  would  have 
to  be  accompanied  by  concerted  efforts  to  retrain  and  relocate  workers,  some  layoffs, 
and  potentially  some  costly  rehiring  of  new  personnel  to  fill  any  resulting  gaps  in 
skills.  As  described  below,  agencies  have  had  varying  degrees  of  success  in  targeting 
incentive  offers  toward  the  right  employees. 

EXPERIENCE  WITH  SEPARATION  INCENTIVES  AT  THE  U.S.  POSTAL  SERVICE  AND  THE 
DEPARTMENT  OF  DEFENSE 

The  USPS  and  DoD  have  had  experience  with  separation  incentives.  These  two 
agencies  have  managed  to  achieve  reductions  with  differing  degrees  of  disruption  to 
their  work  forces  and  differing  costs.  We  drew  upon  their  experience  in  preparing 
our  cost  estimate  for  H.R.  3218. 

The  USPS  carried  out  an  ambitious  restructuring  of  its  work  force  in  the  fall  of 

1992.  To  abolish  30,000  positions,  the  USPS  offered  an  incentive  of  six  months'  sal- 
ary to  all  employees  eligible  for  early  or  regular  retirement.  Because  the  offer  was 
made  generally  and  was  not  targeted,  the  USPS  made  incentive  payments  to  48,000 
employees.  The  plan  therefore  provided  more  than  enough  separations  to  meet  re- 
duction goals  and  avoid  layoffs. 

The  data  also  suggest  that  the  USPS  offer  increased  the  number  of  workers  who 
took  regular  and  early  retirement.  In  other  words,  not  all  of  those  employees  would 
have  left  if  the  incentive  had  not  been  offered.  For  example,  the  number  taking  reg- 
ular retirement  was  several  thousand  higher  than  normsd.  This  increase  reflects  the 
fact  that  the  percentage  of  those  who  were  eligible  to  retire,  and  did  so,  exceeded 
normal  rates. 

The  success  the  USPS  achieved  in  encouraging  separation,  however,  meant  that 
it  paid  incentives  to  almost  two-thirds  more  employees  than  it  had  positions  to  abol- 
ish. These  extra  pajrments  are  part  of  the  reason  that  an  incentive  program  can  be 
much  more  expensive  than  other  methods  of  separating  workers,  such  as  a  hiring 
freeze  or  layoffs.  The  USPS  estimates  that  the  bonuses  cost  some  $860  million.  In 
addition,  only  about  13,000  of  the  workers  who  left  were  in  jobs  the  USPS  hoped 
to  abolish.  To  vacate  the  remaining  positions,  the  USPS  was  forced  to  move  incum- 
bents into  other  jobs,  which  involved  the  cost  and  disruption  associated  with  down- 
grading, relocating,  and  retraining.  With  such  efforts,  only  a  few  employees  now  re- 
main in  jobs  the  agency  hoped  to  abolish.  Thus,  the  USPS  was  able  to  achieve  many 
separations,  but  not  without  some  disruption  to  its  work  force.  In  addition,  most  of 
the  decrease  in  positions  has  been  offset  by  an  increase  in  temporary  workers  and 
overtime  hovu^. 

The  DoD,  the  Secretary  of  Defense,  under  authority  granted  by  the  Defense  Au- 
thorization Act  of  1993,  may  offer  cash  incentives  to  employees  as  a  way  of  avoiding 
layoffs.  These  incentives  supplement  efforts  to  reduce  employment  by  means  of  a 
hiring  freeze  that  has  been  in  operation  at  the  agency  since  1990. 

DoD's  experience  with  its  incentive  program  offers  both  parallels  and  contrasts  to 
that  of  the  USPS.  Like  tiie  USPS,  DoD  has  succeeded  in  attracting  a  significant 
number  of  employees  to  take  incentives  and  leave  government  service.  In  1993, 
about  40,000  employees  were  offered  incentives,  30,000  of  whom  accepted  them. 
These  incentives  wiU  cost  DoD  over  $600  million  this  year.  DoD  has  managed  to 
use  its  incentive  program,  as  intended,  to  avoid  many  layoffs.  In  the  absence  of  in- 
centives, CBO  estimates  that  DoD  would  have  experienced  a  total  of  16,300  layoffs 
over  two  years — 6,500  in  1993  and  9,800  in  1994.  For  the  first  three-quarters  of 

1993,  layoffs  totaled  only  about  2,000. 

Moreover,  DoD's  efforts  to  target  incentives  toward  specific  groups  have  probably 
helped  to  ensure  that  the  workers  who  separated  actually  vacated  an  abolished  job. 
At  DoD,  commanding  officers  in  organizations  facing  layoffs  can  limit  incentives  to 
employees  in  partioSar  occupations.  If  the  niunber  of  employees  accepting  incen- 
tives exceeds  the  number  of  jobs  to  be  abolished,  DoD  limits  acceptances  based  on 
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seniority.  Although  the  results  are  not  yet  in,  DoD's  efforts  to  target  incentives  ap- 
pear to  help  to  ensure  that  the  workers  taking  the  incentives  are  those  the  agency 
would  Uke  most  to  separate,  thus  reducing  the  kind  of  relocation  and  other  disrup- 
tions experienced  at  the  USPS. 

On  the  downside,  DoD,  like  the  USPS,  has  had  to  pay  many  incentives  to  accom- 
plish the  state  objective  of  the  program — avoiding  layoffs.  According  to  CBO  esti- 
mates, the  30,000  incentives  paid  would  help  to  avoid  the  much  smaller  number  of 
layoffs  that  would  otherwise  have  been  made.  In  addition,  DoD  may  have  been  even 
less  successful  than  the  USPS  in  avoiding  paying  workers  who  already  planned  to 
leave.  Although  data  suggest  that  retirements  in  1993  were  over  40  percent  higher 
than  the  normal  level,  resignations  occurred  at  about  normal  levels.  One  of  the 
problems  in  DoD's  plan  is  that  the  prospect  of  separation  payments  may  make  sepa- 
ration rates  low  because  employees  know  that  DoD  has  authority  to  offer  incentives 
for  five  years.  Under  H.R.  3218,  that  is  less  likely  to  happen  as  long  as  the  Congress 
makes  it  clear  that  incentives  wall  not  be  offered  again. 

CONCLUSION 

Experience  at  DoD  and  the  USPS  suggests  that  incentives  can  be  used  effectively 
as  a  tool  to  reduce  the  federal  civilian  work  force.  Such  efforts  will  have  costs  that 
are  likely  to  be  far  higher  than  relying  on  other  methods.  Depending  on  how  well 
agencies  plan  their  employment  reductions,  their  efforts  could  also  involve  a  great 
deal  of  reorganization,  retraining,  and  another  activities  to  achieve  the  planned  re- 
ductions. But  over  the  long  term,  savings  from  reduced  personnel  costs  more  than 
offset  any  short-term  costs.  CBO's  analysis  suggests  that  these  savings  will  total 
many  times  any  costs — provided  that  the  reduction  in  employment  is  permanent 
and  agencies  do  not  rehire. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Blum.  Your  testimony 
was  very  useful  in  answering — anticipating  some  of  my  questions. 

I  do  have  a  couple  questions  for  you,  however.  Will  the  imposi- 
tion of  the  high  costs  of  the  9-percent  agency  contribution  in  your 
judgment  and  in  light  of  shrinking  agency  salary  and  expense  ac- 
counts deter  agencies  from  utilizing  the  authority,  the  new  author- 
ity? 

Mr.  Blum.  I  don't  think  that  it  would  deter  them,  but  I  think  it 
would  help  focus  their  plans  on  how  these  incentive  payments  are 
used.  I  think  the  concern  that  has  been  expressed  by  this  commit- 
tee, for  example,  is  that  these  incentive  payments  should  be  used 
selectively,  targeted  toward  the  positions  that  the  administration 
and  the  agencies  want  to  eliminate. 

If,  however,  the  incentives  are  offered  very  broadly — ^for  example, 
to  everyone  who  is  now  eligible  to  retire  at  the  regular  age  or  to 
retire  early  under  the  requirements  for  early  retirement — then  they 
could  be  very  costly.  So  I  think  the  9-percent  charge,  in  addition 
to  helping  meet  the  cost  of  making  these  payments,  will  actually 
provide  an  incentive  to  the  agencies  to  be  more  selective  in  their 
use  of  this  authority. 

Ms.  Norton.  What  is  your  opinion  concerning  the  efficiency  of 
the  $25,000  maximum?  Is  that  level  likely  to  get  the  level  of— the 
high  level  employee  the  government  is  after  to  accomplish  the 
delayering  of  management  it  believes  is  necessary  for  reform? 

Mr.  Blum.  I  think  that  remains  to  be  seen.  Judging  from  the  ex- 
perience of  how  this  authority  has  been  used,  which  underlies  our 
assumptions,  the  average  salary  of  people  who  we  think  would  ac- 
cept payments  is  about  $40,000  to  $45,000  a  year.  It  is  clearly  not 
the  higher  salaries  of  higher-level  managers.  So  I  think  there 
would  be 

Ms.  Norton.  Is  that  based  on  the — do  you  get  at  that  level  likely 
to  accept  incentives  from  the  fact  that  it  is  $25,000  or  less  that  peo- 
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pie  will  be  required  to  take?  Why  do  you  believe  it  is  $45,000-a- 
year  employees? 

Mr.  Blum.  That  is  just  what  the  experience  at  the  Defense  De- 
partment and  the  Postal  Service  has  been,  but  they  had  a 

Ms.  Norton.  They  were  trying  to  get  rid  of  folks.  They  weren't 
doing  reform  aimed  at  managers  and  high  level  folks,  and  I  won- 
der, therefore,  if  that  experience  is  instructive  enough. 

Mr.  Blum.  Well,  I  think  you  make  a  good  point,  Madam  Chair, 
and,  frankly,  I  don't  know  whether  that  will  be  sufficient.  We  don't 
assume  that  everyone  who  is  currently  eligible  for  either  regular  or 
early  retirement  will  accept  by  any  means.  Our  cost  estimate  as- 
sumes, for  example,  that  of  the  people  in  the  civilian  agencies  who 
are  eligible  for  regular  retirement,  about  35  percent  might  take  up 
the  offer,  and  about  20  percent  of  those  who  would  be  eligible  for 
early  retirement  might  take  it  up.  Mind  you,  the  experience  has 
been  with  people  who  are  eligible  for  regular  retirement  and  take 
this.  We  are  talking  about  people  whose  average  age  is  in  the  early 
60's.  For  the  early  retirees,  the  age  tends  to  be  much  lower.  Aver- 
age age  is  around  53,  for  example. 

Ms.  Norton.  Thank  you  very  much.  I  have  other  questions  that 
I  would  like  to  submit  to  you  in  writing. 

Mr.  Blum.  Certainly.  We  would  be  glad  to  answer  them. 

Ms.  Norton.  Mrs.  Morella. 

Mrs.  Morella.  I  am  trying  to  figure  out  the  252,000.  Reading 
from  your  testimony,  you  said  the  National  Performance  Review 
proposes  reducing  by  252  thousand  or  12  percent  and  then  you 
said,  assuming  consistent  with  the  President's  budget  that  a  reduc- 
tion of  10,000  will  be  accomplished  in  1993.  Then  it  leaves  242,000; 
and  then  you  say  DOD — you  beUeve  that  DOD's  reductions  will 
total  162 — 160,000  over  the  1994-1999  period,  which  then  leaves 
82,000  for  the  civilian  agencies  to  reach  the  goal  of  242,000.  Is  that 
correct? 

Mr.  Blum.  That  is  correct. 

Mrs.  Morella.  DOD,  then,  you  believe,  is  going  to 

Mr.  Blum.  Is  going  to  make  the  major  contribution  to  this. 

Mrs.  Morella.  Major  contribution  of  160,000  so  we  are  really 
looking  to  82,000. 

Mr.  Blum.  That  is  how  we  arrive  at  our  estimate.  The  160,000 
comes  in  the  following  way:  About  45,000  of  that  is  assumed  to  be 
achieved  in  fiscal  year  1994  as  part  of  the  President's  budget  plan. 
The  reports  that  we  have  had  from  the  Defense  Department,  from 
their  bottom-up  review  that  went  on  during  the  summer,  suggest 
that  another  115,000  reduction  in  civilian  employees  would  occur 
over  the  1995  to  1999  period.  That  is  how  we  came  up  with 
160,000.  So  we  simply  subtracted  that  figure  from  the  overall  goal 
set  by  the  administration,  which  clearly  includes  the  Defense  De- 
partment to  determine  what  remained  to  be  achieved  by  the  civil- 
ian agencies. 

On  that  basis,  it  doesn't  appear  to  us  to  be  an  outlandish  target 
for  the  civilian  agencies  to  accomplish  over  that  length  of  time. 

Mrs.  Morella.  Did  OMB,  CBO  and  OPM  get  together  in  coming 
up  with  this  plan,  this  legislation? 

Mr.  Blum.  No. 

Mrs.  Morella.  Did  you  interact  in  any  way? 
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Mr.  Blum.  No,  We  are  a  Congressional  support  agency;  our  role 
is  not  to  help  the  administration  come  up  with  its  proposals.  We 
work  for  the  Congress. 

Mrs.  MORELLA.  And  how  do  you  feel  about  the  statement  made 
by  0MB?  Do  you  agree  with  the  figures  that  we  were  given  in  the 
previous  testimony? 

Mr.  Blum.  Well,  you  will  notice  that  Mr.  Lader  actually  didn't 
include  many  figures  in  his  testimony,  certainly  not  with  respect 
to  the  cost  of  the  bill.  And  with  respect  to  the  target  for  employee 
reductions,  252,000,  that  is  simply  the  administration's  target.  I 
don't  think  there  is  any  basis  on  which  I  can  agree  or  disagree  with 
that. 

Mrs.  MORELLA.  As  our  advisors,  do  you  think  this  will  be  budget 
neutral? 

Mr.  Blum.  Well,  budget  neutrality  can  be  measured  in  many  dif- 
ferent ways,  I  suppose.  Mr.  Lader  did  give  an  answer  to  the  ques- 
tion about  the  9-percent  agency  payment  by  saying  that,  in  one 
sense  of  budget  neutrality,  the  rationale  behind  the  9-percent  pay- 
ment is  to  make  the  early  retirements  budget  neutral  from  the 
point  of  view  of  the  Civil  Service  Retirement  System  over  the  long 
run. 

We  think  it  is  clear  that  there  would  be  a  short-term  cost,  that 
retirement  benefits  paid  during  fiscal  years  1994,  1995,  1996  would 
be  higher  thsm  they  would  have  been  without  this  legislation  and 
without  the  carrot  being  offered  to  entice  earlier  retirements.  But 
over  the  longer  run,  the  costs  to  the  Federal  Government  would 
clearly  be  much  lower,  simply  because  of  the  very  significant  sav- 
ings in  personnel  costs  that  would  accrue  from  having  lower  em- 
ployment levels. 

Mrs.  Morella.  You  are  saying  that  about  29,000  employees 
would  be  induced  to  retire  earlier  than  they  would  have  otherwise. 
Then  could  I  subtract  29,000  from  82,000  and  assume  that  the  oth- 
ers then  would  have  retired  anyway? 

Mr.  Blum.  Our  cost  estimate  is  based  on  assumptions  using  just 
the  experience  from  the  Postal  Service  and  DoD.  We  haven't  seen 
any  of  the  detailed  agency  plans  that  reportedly  are  being  devel- 
oped now  and  would  be  submitted  to  0MB  for  review  at  the  end 
of  the  month. 

However,  we  assume  that  incentive  pa5anents  would  be  made  to 
about  60,000  people,  either  those  eligible  for  regular  retirement  or 
early  retirees.  Of  those  60,000  payment  recipients,  we  assume 
29,000  would  be  induced  to  retire  earlier  than  they  otherwise 
would  have.  The  other  31,000,  we  think,  represent  sort  of  the  basic 
cost  of  having  an  incentive  payment  program.  They  would  have  re- 
tired anyway  without  the  incentive  payments. 

The  cost  estimate  also  assumes  that  24,000  people  will  resign  to 
take  the  early  payments  that  would  be  authorized  by  H.R.  3218, 
which  are  equivalent  to  severance  pay.  These  would  be  lower  than 
$25,000. 

Our  cost  estimate  assumed  that  these  payments  would  average 
$7,500.  Now,  I  note  that  this  morning  the  Defense  Department,  in 
testimony  before  the  Senate  Governmental  Affairs  Committee,  said 
that  their  experience  last  year  was  that  the  people  who  resigned 
had  relatively  more  years  of  service  than  our  cost  estimate  as- 
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sumed,  in  that  the  equivalent  severance  payment  was  much  higher. 
It  was  on  the  order  of  $17,000. 

Mrs.  MORELLA.  I  am  going  to  yield  back  and  if  I  might  also  get 
some  questions  to  you  for  your  response,  I  would  like  to  very  much 
thank  you. 

Mr.  Blum.  I  would  be  happy  to  respond. 

Mrs.  MORELLA.  Thank  you. 

Ms.  Norton.  Thank  you  very  much,  Ms.  Morella,  and  thank  you, 
Mr.  Blum,  for  this  important  testimony.  I  would  like  to  next  call 
Marilynn  Davis,  Assistant  Secretary  for  Administration,  Depart- 
ment of  Housing  and  Urban  Development;  Archer  L.  Durham,  As- 
sistant Secretary  for  Human  Resources  and  Administration,  De- 
partment of  Energy;  and  Edwin  A.  Verburg,  Acting  Deputy  Assist- 
ant Secretary  for  Financial  Management  and  Deputy  Chief  Finan- 
cial Officer,  Department  of  Treasury. 

Due  to  circumstances  beyond  my  control,  this  hearing  must  end 
no  later  than  3:50,  10  minutes  to  4:00.  I  am  going  to  ask  those  who 
are  testifying,  it  is  important  testimony  because  it  tells  us  some- 
thing about  how  this  plan  is  to  be  implemented  or  is  already  being 
implemented.  I  am  going  to  ask  you  to  summarize  very  quickly 
your  testimony  rather  than  read  your  testimony,  which  we  will 
study  in  any  case  in  considerable  depth  in  preparation  for  the 
markup  on  Thursday. 

Ms.  Davis. 

STATEMENTS  OF  MARILYNN  A.  DAVIS,  ASSISTANT  SECRETARY 
FOR  ADMINISTRATION,  DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT;  ARCHER  L.  DURHAM,  ASSISTANT 
SECRETARY  FOR  HUMAN  RESOURCES  AND  ADMINISTRA- 
TION, DEPARTMENT  OF  ENERGY;  EDWIN  A  VERBURG,  ACT- 
ING DEPUTY  ASSISTANT  SECRETARY  FOR  FINANCIAL  MAN- 
AGEMENT AND  DEPUTY  CHIEF  FINANCIAL  OFFICER,  DE- 
PARTMENT OF  THE  TREASURY 

Ms.  Davis.  Thank  you,  Madam  Chair,  Congresswoman  Morella. 
I  am  certainly  pleased  to  appear  before  you  today  to  discuss  the 
Department  of  Housing  and  Urban  Development's  plans  for  reor- 
ganizing and  downsizing,  or  right-sizing  as  it  is  called,  to  meet 
President  Clinton's  commitment  to  restructure  the  Federal  work 
force. 

HUD's  mission,  as  you  know,  is  to  help  create  cohesive,  economi- 
cally healthy  communities  all  across  America.  Last  fiscal  year, 
HUD  and  other  Departments  and  Agencies  began  the  difficult  task 
of  restructuring  and  redefining  the  Federal  work  force.  HUD,  of 
course,  is  on  the  way,  as  you  may  have  heard,  in  moving  in  that 
direction. 

Last  spring  the  management  team  at  HUD  made  a  commitment 
to  create  an  agency  that  works  better  and  costs  less,  one  that  pro- 
vides a  greater  level  of  service  to  our  clients,  and  to  that  end,  of 
course,  we  fully  support  the  recommendations  of  the  National  Per- 
formance Review  and  we  are  currently  assessing  options  for  imple- 
menting the  NPR  recommendations. 

I  would  just  like  to  speak  about  two  of  the  long-term  and  short- 
term  tracl^  that  we  are  on  to  try  to  manage  a  performance  deficit 
that  we  were  confronted  with  when  we  arrived  at  the  agency. 
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Obviously,  the  organization  has  been  downsized  tremendously  al- 
ready over  the  last  several  years  by  about  20  percent  with  no  re- 
gard to  the  skills  that  were  required  or  that  would  be  required  to 
confront  the  challenges  of  the  1990's. 

In  the  next  six  to  nine  months,  managing  our  resource  shortfalls 
will  constitute  a  significant  challenge  to  the  Department.  To  meet 
this  challenge,  HUT)  has  developed  personnel  and  functional  pro- 
files of  headquarters,  regional  and  field  offices,  to  identify  critical 
skills,  tasks  and  functions.  HUD  is  aggressively  reviewing  its  orga- 
nizational structure. 

As  you  may  know,  we  have  been  mandated  through  the  National 
Performance  Review  to  completely  restructure  our  regional  offices 
as  well  and  by  implication,  our  field  and  some  of  our  headquarters 
activity  as  well. 

We  are  using  as  guideposts  our  First- Year  Priorities,  identified 
management  deficiencies  and  known  high  risk  areas.  We  are  also 
involved  in  creating  a  critical  path,  which  includes  retirement  op- 
tions, reorganization  options,  training  plans,  technology  plans,  pay- 
roll management,  options,  and  personnel  classification,  options. 

To  aid  us  in  our  reorganization  efforts,  we  hope  Congress  will 
quickly  enact  the  Administration's  proposal,  the  "Federal 
Workforce  Restructuring  Act."  In  anticipation  of  Congressional  ac- 
tion on  this  proposal,  we  are  considering  a  range  of  tactics  and  in- 
centives to  assist  us  in  restructuring  our  work  force. 

We  anticipate  that  HUD's  downsizing  will  take  several  years  to 
fully  complete.  Full  implementation  requires  a  long-term  resource 
management  strategy  that  will  entail  more  significant  changes  to 
HUD's  programs,  to  its  business  practices  and  fundamentally  the 
way  that  we  do  business  and  manage  our  resources  as  a  result  of 
that. 

Training,  of  course,  plays  a  key  role  and  under  the  downsizing 
scenario,  it  is  even  more  significant  as  we  try  to  correct  and  main- 
tain a  skills  balance  within  our  evolving  work  force. 

I  would  like  to  just  note  that  we  are  redesigning  our  training 
program  entirely.  We  expect  to  have  created  a  HUD  Institute  by 
the  end  of  this  year  to  serve  as  a  center  for  employee  and 
intermediary  training,  and  to  enable  our  work  force  to  deliver  qual- 
ity products  and  services  to  our  customers. 

We  are  also  moving  ahead  with  a  program  whereby  employees 
will  prepare  individual  development  plans,  again,  which  will  serve 
as  their  guideposts  for  development  over  the  next  several  years.  We 
are  looking  at  technical  training,  improving  that  as  well,  and  re- 
viewing it  to  emphasize  a  more  holistic  approach  to  problem  solv- 
ing so  that  a  solution  in  one  area  can  possibly  be  used  to  resolve 
issues  and  reduce  work  load  in  other  programmatic  areas  and 
therefore  our  people  become  more  fungible. 

I  would  like  to  close  my  testimony  by  saying  that  at  HUD,  the 
Secretary  and  his  management  team,  the  American  Federation  of 
Government  Employees  (AFGE)  and  the  National  Federation  of 
Federal  Employees  (NFFE)  are  in  periodic  communications  regard- 
ing this  downsizing  effort.  Downsizing  on  the  scale  laid  out  to  meet 
NPR  and  executive  order  goals  requires  communication,  coopera- 
tion and  trust  at  all  levels  of  the  department. 
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We  at  HUD  recognize  the  significance  of  these  issues  and  are 
working  cooperatively  at  all  levels  to  bring  about  a  smooth  transi- 
tion. Thank  you.  I  will  be  happy  to  respond  to  any  questions  you 
may  have. 

Ms.  Norton.  Thank  you,  Ms.  Davis. 

[The  prepared  statement  of  Ms.  Davis  follows:] 

Prepared  Statement  of  Marilynn  A.  Davis,  Assistant  Secretary  for 
Administration,  Department  of  Housing  and  Urban  Development 

Chairwoman  Norton  and  members  of  the  committee,  I  am  pleased  to  appear  be- 
fore you  today  to  discuss  The  Department  of  Housing  and  Urban  Development's 
plans  for  reorganization  and  downsizing  to  meet  President  Clinton's  commitment  to 
restructure  the  Federal  workforce. 

HUD's  mission  is  to  help  create  cohesive,  economically  healthy  communities  all 
across  America.  At  the  core  of  HUD's  mission  are  several  very  strong  commitments: 
a  commitment  to  community,  a  commitment  to  family,  a  commitment  to  economic 
lift,  a  commitment  to  individual  rights  and  responsibilities,  and  a  commitment  to 
ending  spatial  sepeu-ations  by  race,  income,  and  class.  In  carrying  out  these  commit- 
ments, I  recognize  that  the  constraints  of  the  current  fiscal  environment  make  it 
essential  to  use  existing  resources  more  effectively  and  efficiently  through  program 
consolidations,  process  innovation — fundamentally  changing  the  way  we  do  busi- 
ness— and  increased  performance. 

Last  Fiscal  year,  HUD  and  other  Departments  and  Agencies  began  the  difficult 
task  of  restructuring  and  redefining  the  Federal  workforce.  HUD  is  well  on  the  way 
toward  implementing  Executive  Order  12839 — one  of  the  first  issued  by  the  Presi- 
dent— which  calls  for  reducing  the  Federal  workforce  by  100,000  employees.  HUD's 
share  under  this  Executive  Order  was  545  Full-time  equivalent  employees  from  FY 
1993  through  the  end  of  FY  1995. 

Beyond  this,  last  spring  the  management  team  at  HUD  made  a  commitment  to 
create  an  agency  that  works  better  and  costs  less;  provides  a  greater  level  of  service 
to  our  clients.  To  that  end,  HUD  fully  supports  the  recommendations  of  the  National 
Performance  Review  (NPR)  and  is  currently  assessing  options  for  implementing  the 
NPR  recommendations.  The  NPR  recommendations  include:  that  by  end  of  FY  1998, 
HUD  will  eliminate  all  ten  of  its  Regional  Offices,  pare  down  the  number  of  field 
offices,  and  cut  field  staff  by  1,500  people;  and,  increase  the  span  of  a  manager's 
control  to  approach  NPR's  recommended  ratio  of  1:15. 

To  fully  implement  the  Executive  Orders  and  NPR  recommendations,  HUD  must 
aggressively  change  the  ways  that  it  conducts  business.  HUD  will  and  must  restruc- 
ture its  organizations,  reengineer  its  business  practices  and  retool  its  employees  to 
build  a  more  effective  and  responsive  workforce  to  achieve  our  objectives  of  improv- 
ing services  to  our  clients  and  increasing  accountability  to  the  American  taxpayer. 

As  HUD  restructures  its  workforce,  first  and  foremost  on  our  minds  is  that  we 
downsize  smartly.  HUD  will  seek  to  avoid  the  skills  imbalance  that  created  a  "hol- 
low workforce"  at  HUD  during  the  1980's.  The  skills  imbalance  in  the  1980's  pre- 
vented HUD  from  carrying  out  programs  and  services  at  an  adequate  service  level 
and  contributed  to  mismanagement,  fraud  and  a  demoralized  workforce.  The  sever- 
ity of  the  skills  imbalance  and  the  inability  to  fill  critical  jobs  during  the  1980's  are 
today  responsible  for  HUD's  "Performance  Deficits"  in  the  1990's.  As  we  work  down 
the  deficit  at  HUD,  we  will  seek  a  coherent  management  strategy  predicated  on  the 
development  and  maintenance  of  a  well-trained  and  motivated  workforce. 

HUD's  plans  for  reorganizing  and  downsizing  its  workforce  have  a  short  and  long- 
term  focus  which  I  am  pleased  to  share  with  you  today. 

THE  short  term 

In  the  next  six  to  nine  months,  managing  the  "Performance  Deficit,"  or  resource 
shortfalls,  will  constitute  a  significant  challenge  to  HUD.  By  meeting  these  objec- 
tives, HUD  will  take  a  giant  step  toward  realizing  the  President's  goal  of  establish- 
ing a  new  government  workforce  for  the  American  people. 

To  meet  this  challenge,  HUD  has  developed  personnel  and  functional  profiles  of 
Headquarters,  Regional  and  Field  Offices  to  identify  critical  skills,  tasks  and  func- 
tions. HUD  is  aggressively  reviewing  its  organizational  structiire.  In  conducting  the 
review,  we  are  using  as  guideposts  our  First  Year  Priorities,  identified  management 
deficiencies  and  known  high  risk  areas.  The  Department  has  also  undertaken  a  re- 
view of  its  workload,  office  support  functions,  processes,  and  procedures  to  reduce 
HUD's  unnecessary  work  and  costly  internal  requirements. 
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HUD's  Office  of  Administration  has  been  assigned  lead  responsibility  for  develop- 
ing a  critical  path  for  implementing  short  term  action  elements  in  streamlining.  Ac- 
tion elements  along  the  critical  path  include  retirement  options,  reorganization  op- 
tions, training  plans,  technology  plans,  pajTt)ll  management  options,  and  personnel 
classification  options.  HUD's  current  schedule  is  to  have  the  Department's  reorga- 
nization and  resource  downsizing  plan  completed  by  December  1993. 

To  aid  us  in  our  reorganization  efforts,  we  hope  Congress  will  quickly  enact  the 
Administration's  proposal,  the  "Federal  Workforce  Restructuring  Act."  In  anticipa- 
tion of  Congressional  action  on  this  proposal,  we  are  considering  a  range  of  tactics 
and  incentives  to  assist  us  in  restructuring  our  workforce.  In  any  voluntary  buyout 
proposal,  HUD  will  seek  to  meet  targets  that  facilitate  the  reallocation  of  resources 
to  high  priority,  high  value  activities,  and  correct  existing  skill  imbalances  through 
selective  hiring. 

THE  LONG  TERM 

We  anticipate  that  HUD's  downsizing  will  take  several  years  to  fiilly  complete. 
Full  implementation  requires  a  long  term  resource  management  strategy  that  will 
entail  more  significant  changes  to  HUD's  programs,  business  practices,  and  ap- 
proach to  resource  management. 

HUD  is  seriously  examining  a  broad  range  of  options  to  consolidate  and  restruc- 
ture its  programs  to  reduce  "red  tape."  Underway  are  initiatives  to  reengineer  inef- 
fective processes,  eliminate  antiquated  procedures  and  develop  new  tools  to  identify 
opportunities  and  strategies  for  improving  productivity,  performance  and  resources 
costs. 

Perhaps  the  most  important  element  of  HUD's  long  term  strategy  is  cultivating 
a  motivated,  well-trained,  and  diverse  workforce.  The  management  team  at  HUD 
recognized  early  on,  that  steps  were  needed  to  retool  and  retrain  HUD's  workforce 
to  improve  our  level  of  service  to  customers  and  reduce  financial  risk. 

Under  downsizing,  training  plays  an  even  more  significant  role  as  we  try  to  main- 
tain a  skills  balance  within  our  evolving  workforce.  HUD  is  redesigning  its  Training 
Program  to  focus  on  developing  and  retaining  a  quality  workforce  and  increasing  the 
Department's  capacity  to  deliver  quality  products  and  services  to  our  customers.  We 
will  have  established  a  HUD  Institute  as  a  center  for  employee  and  intermediary 
training  by  year-end.  Through  the  institute  we  will  improve  workforce  flexibility 
through  skills  upgrading  and  cross-training.  HUD  is  considering  options,  such  as 
partnerships  with  other  Federal  agencies,  to  minimize  capital  expenses  associated 
with  establishing  an  institute.  HUD  is  investing  in  technology  to  foster  distance 
learning.  This  initiative  will  significantly  reduce  the  cost  of  training  delivery  to 
HUD  employees  and  intermediaries  nationwide  through  state-of-the-art  tele- 
communications systems. 

HUD  is  also  moving  ahead  with  a  program  under  which  employees  will  prepare 
individual  development  plans  to  identify  and  foster  their  individual  professional 
goals  and  those  of  the  agency.  The  training  flexibilities  contemplated  by  the  Federal 
Workforce  Restructuring  Act  can  facilitate  our  efforts  in  this  area. 

HUD's  technical  training  programs  are  also  being  reviewed  to  emphasis  a  more 
holistic  approach  to  problem  solving  so  that  a  solution  in  one  area  can  possibly  be 
used  to  resolve  issues,  improve  service  or  reduce  workload  in  other  programmatic 
areas. 

As  you  can  see,  we  are  proud  of  the  initial  steps  we  have  taken  to  retool  and  re- 
train HUD's  workforce,  and  more  importantly,  we  are  committed  to  finishing  the 
job. 

I  would  like  to  close  my  testimony  by  saying  that  at  HUD,  the  Secretary  and  his 
management  team,  the  American  Federation  of  Government  Employees  (AFGE)  and 
National  Federation  of  Federal  Employees  (NFFE)  are  in  periodic  communications 
regarding  this  downsizing  effort.  Downsizing  on  the  scale  laid  out  to  meet  NPR  and 
executive  order  goals  requires  communication,  cooperation  and  trust  at  all  levels  of 
the  Department.  We  at  HUD  recognize  the  significance  of  the  issues  and  are  work- 
ing cooperatively  at  all  levels  to  bring  about  a  smooth  transition. 

This  concludes  my  testimony.  If  you  have  any  questions,  I  will  be  happy  to  re- 
spond. 

Ms.  Norton.  Mr.  Durham. 

Mr.  Durham.  Thank  you,  Madam  Chair,  Ms.  Morella.  The  De- 
partment of  Energy  is  pleased  to  be  able  to  provide  comments  on 
H.R.  3218,  the  Federal  Workforce  Restructuring  Act  of  1993.  We 
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want  to  thank  you  for  giving  the  Department  the  opportunity  to 
comment  on  this  most  important  legislation. 

As  I  am  sure  you  are  aware,  the  department  has  undergone  a 
dramatic  mission  shift  since  the  advent  of  the  end  of  the  Cold  War. 
We  are  very  pleased  about  that,  but  that  has  caused  us  some  prob- 
lems in  regard  to  our  work  force  restructuring.  Instead  of  consider- 
ing building  nuclear  weapons  and  bombs  now  and  being  concerned 
about  those  types  of  devices  that  we  are  all  so  pleased  are  no 
longer  in  front  of  us,  we  are  now  concerned  about  the  greening  of 
America. 

We  are  concerned  about  restoration  and  environment  and  a  lot 
of  things  that  people  are  pleased  to  see  that  we  are  now  pointed 
in  that  particular  direction.  But  what  does  this  mean?  It  really 
means  that  we  now  have  skill  mix  problems.  Those  people  that 
were  involved  in  our  nuclear  weapons  business  are  not  the  right 
ones  that  we  need  to  perhaps  clean  up  that  particular  effort. 

We  are  top  heavy,  if  you  will.  We  have  a  high  number  of  upper 
level  GS  people.  For  example,  the  Federal  Government  average 
grade  level  is  9.0  and  we  are  sitting  at  about  11.9  as  a  grade  level 
average.  We  need  to  bring  that  down.  We  also  are  lacking  in  diver- 
sity. We  believe  that  we  need  to  do  a  better  job  in  that  particular 
area,  and  all  of  that  has  to  do  with  what  this  legislation  will  allow 
us  to  be  able  to  do,  a  better  job  in  regard  to  rightsizing. 

Another  barrier  that  we  have  been  confronted  with  is  the  fact 
that  the  attrition  rate  that  we  have  been  confronted  with,  which 
historically  has  been  6  to  8  percent,  is  now,  over  the  last  fiscal 
year,  only  been  about  3  percent.  So  all  of  these  things  the  legisla- 
tion will  help  us  to  do. 

How  have  we  gone  about  it?  Secretary  O'Leary  has  directed  us 
to  get  into  the  strategic  planning  process  with  quality  principles, 
to  allow  us  to  get  into  rightsizing  of  the  work  force  and  to  give  us 
the  tools  to  do  this  job.  In  that  regard,  we  have  been  looking  at 
critical  hiring  constraints.  We  have  developed  a  rightsizing  and  a 
redeployment  strategy. 

We  have  been  reallocating  our  FTEs  in  regard  to  that  strategic 
plan  and  we  have  also  been  identifying  training  opportunities.  The 
skill  mix,  which  I  alluded  to  before,  is  very,  very  critical  in  this 
proposition,  and  I  think  that  the  legislation  before  us  is  one  that 
will  help  us  to  do  a  better  job  there. 

One  of  the  innovative  things  we  have  done  is  to  establish  a  job 
fair  in  which  we  have  identified  some  400  positions  that  we  could 
use  in  the  realignment  of  positions  to  address  this  problem  of  going 
from  the  Cold  War  and  into  the  environmental  area  that  we  are 
very  concerned  about.  It  was  like  one-stop  shopping.  We  had  over 
2,000  employees  come  to  that  two-day  affair.  That  helps  us  in  our 
rightsizing  process. 

We  have  also  set  up  an  out  placement  center  and  a  transition 
center  to  give  employees  an  opportunity  to  figure  out  how  they 
might  handle  any  t3rpe  of  realignment  or  if  they  had  the  oppor- 
tunity for  early  buyout,  giving  them  the  insight  and  also  the  op- 
tions that  might  be  available  to  them  if  this  legislation  is  passed. 
But  even  though  we  have  been  relatively  aggressive  in  all  these 
tools  that  I  have  been  talking  about,  it  still  is  really  not  enough, 
and  we  really  feel  that  we  need  to  have  the  early  out  and  the 
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buyout  option  to  be  able  to  complete  the  options  that  would  be 
available  to  us  to  be  able  to  do  this  job. 

The  extreme  obviously  would  be  that  we  find  ourself  in  a  position 
where  we  might  have  a  reduction  in  force,  and  I  think  all  of  us 
would  agree  that  that  is  an  option  that  we  really  are  not  interested 
in  being  involved  in.  So  if  we  were  to  receive  this  authority,  we 
would  be  very  careful  in  the  manner  in  which  we  targeted  the  au- 
thority. We  would,  obviously,  be  looking  at  the  higher  grades.  We 
would  be  looking  at  those  areas  that  we  are  downsizing  in  to  make 
sure  that  we  could  ramp  up  in  the  areas  that  I  have  identified  that 
our  mission  shift  has  been  directed  towards. 

A  large  percentage  of  our  work  force  would  be  eligible.  I  think, 
in  fact,  that  we  probably  have  a  larger  percentage  than  the  Federal 
Government  at  large;  some  4,400  people  or  22  percent  of  the  work 
force.  That  gives  us  a  very  large  opportunity,  and  by  reducing  our 
work  force  in  needed  areas,  we  will  also  be  able  to  hire  new  em- 
ployees with  the  appropriate  skills  into  expanding  program  areas 
and  also  that  would  be  able  to  not  only  give  upward  mobility  oppor- 
tunities to  those  people  within  the  existing  work  force,  but  would 
also  give  us  an  opportunity  to  do  a  better  job  in  diversity  for  hiring 
more  women  and  more  minorities. 

We  also  plan  to  use  buyouts  to  address  our  current  low  ratio  of 
supervisors  to  employees,  which  is  1  to  4.5,  which  I  think  is  prob- 
ably very,  very  low  vis-a-vis  the  rest  of  the  Feder£d  Grovemment. 
As  you  are  probably  well  aware,  the  NPR  target  is  1  to  15  and  I 
believe  the  Federal  average  is  about  1  to  7.  So  we  have  a  lot  of 
work  to  do  in  that  particular  area  and  the  legislation  would  allow 
us  to  do  that. 

The  action  provision  allowing  expanded  use  of  training  opportu- 
nities and  training  programs  would  also  be  very,  very  helpful  to 
allow  us  to  go  to  the  private  sector,  or  to  allow  people  to  train  out- 
side of  their  particular  career  area  in  a  means  to  place  them  hope- 
fully in  the  area  that  we  have  requirements. 

So  in  conclusion,  the  Department  of  Energy  is  very  supportive  of 
the  President's  Work  Force  Restructuring  Act  of  1993  and  urges 
the  committee  to  take  timely  action  regarding  its  passage.  The  ear- 
lier authorities  are  made  available,  the  more  cost  effective  the  tool 
will  be.  Defense  I  think  is  a  case  in  point  and  we  believe  those  les- 
sons learned  could  be  applied  to  the  Department  of  Energy. 

We  are  very  encouraged  by  the  Department  of  Defense  experi- 
ence in  utilizing  these  authorities  which  indicates  that  separation 
incentives  and  early  retirement  programs  properly  managed  are  a 
viable  alternative  to  costly,  disruptive  and  dispirited  reductions  in 
force. 

Thank  you. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Durham. 

[The  prepared  statement  of  Mr.  Durham  follows:] 

Prepared  Statement  of  Archer  L.  Durham,  Assistant  Secretary  for  Human 
Resources  and  Administration,  Department  of  Energy 

Madam  Chair  and  Members  of  the  Subcommittee:  It  is  my  pleasure  to  appear 
today  in  support  of  H.R.  3218,  the  "Federal  Workforce  Restructuring  Act  of  1993." 
I  appreciate  the  opportunity  to  share  with  you  our  situation  at  the  Department  of 
Energy  as  it  relates  to  workforce  rightsizing  and  the  potential  use  of  the  tools  pro- 
vided by  the  "Federal  Workforce  Restructuring  Act." 
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CURRENT  DEPARTMENT  OF  ENERGY  WORKFORCE  SITUATION 

We  are  currently  involved  in  a  major  initiative  at  the  Department  aimed  at  shift- 
ing the  priorities  and  resources  of  the  agency  away  from  activities  associated  with 
a  defense-based,  cold  war  energy  strategy  towards  an  energy  program  that  focuses 
on  environmental  clean-up,  improved  energy  conservation,  development  of  alter- 
native energy  sources,  technology  transfer,  and  increased  safety  and  health  at  De- 
partment of  Energy  managed  sites. 

At  the  present  time,  the  Department's  workforce  is  sufTering  from  a  skills  imbal- 
ance in  terms  of  abilities  needed  to  carry-out  our  new  and  strengthened  missions. 
A  number  of  our  workers  have  skills  and  knowledges  associated  with  programs  in 
the  agency  that  are  being  downsized.  To  effectively  carry-out  our  programs  will  re- 
quire a  workforce  with  the  skills  to  match  our  mission. 

In  addition,  we  have  a  very  highly  graded  and  "top-heavy"  workforce  that  is  not 
nearly  as  efficient  or  diverse  as  it  needs  to  be  to  ensure  our  ftitvu-e  success.  Our  cur- 
rent situation  is  further  complicated  by  a  low  rate  of  attrition  which  has  averaged 
2-3%  during  fiscal  year  1993  vs.  historical  rates  ranging  from  6-8%. 

CURRENT  DOWNSIZING,  REALIGNMENT  AND  WORKFORCE  PLANNING  ACTIVITIES  AT  THE 

DEPARTMENT 

To  facilitate  the  shift  in  program  emphases  and  redeployment  of  resources  associ- 
ated with  the  Secretary's  priorities  and  the  President's  Budget  submissions,  we  have 
drafted  an  overarching  workforce  planning  and  analysis  initiative  which  draws 
heavily  on  existing  human  resources  authorities  and  mechanisms  such  as  retraining 
and  reassignment  of  staff  to  help  achieve  our  restructuring  goals.  We  are  also  focus- 
ing on  providing  outplacement  assistance  to  our  employees  who  wish  to  explore  new 
careers  within  and  outside  the  agency  as  a  key  element  in  matching  current  human 
resources  with  Departmental  staffing  needs.  In  addition,  guidance  has  been  issued 
to  Departmental  managers  on  various  means  of  rightsizing  and  realigning  their 
workforces  using  existing  personnel  tools. 

To  facilitate  needed  downsizing,  the  Secretary  instituted  a  Department-wide  hir- 
ing constraint  in  March  of  this  year  to  allow  only  limited  hiring  of  staff  to  meet  crit- 
icS  program  needs.  This  hiring  constraint  has  been  helpful  in  allowing  the  Depart- 
ment to  meet  interim  staff  reduction  targets  and  redeploy  scarce  resources.  In  addi- 
tion, we  recently  conducted  a  first-of-its-kind  internal  "Job  Fair"  which  allowed  our 
employees  to  complete  for  over  400  positions  in  Department  programs  that  are  in 
a  growth  mode.  Although  we  have  yet  to  finalize  this  process,  it  appears  that  the 
Job  Fair  will  prove  to  be  usefiil  as  a  tool  for  achieving  some  redeployment  of  inter- 
nal Departmental  resources. 

ADDITIONAL  TOOLS  AND  FLEXIBILITIES  NEEDED 

Notwithstanding  our  current  efforts  to  rightsize  and  reorganize  our  workforce,  we 
need  additional  tools  and  flexibilities  to  achieve  needed  staff  reductions.  Given  the 
magnitude  of  the  reductions  and  redeployment  of  staff  needed  to  realign  resources 
to  support  the  Secretary's  objectives,  the  current  low  attrition  rates  at  the  Depart- 
ment, and  the  demographics  of  our  workforce,  our  analysis  indicates  that  we  would 
be  very  hard  pressed  to  restructure  our  programs  and  staff  without  the  flexibilities 
provided  in  the  Act.  Absent  the  timely  availability  of  these  authorities,  the  Depart- 
ment will  be  left  with  little  choice  but  to  utilize  reduction  in  force  procedures  to 
force  involuntary  separations — a  most  unwelcome  prospect.  Put  another  way,  the 
early  retirement,  separation  incentive,  and  training  tools  provided  by  the  Act  would 
become  an  essential  centerpiece  in  the  Department's  plan  for  workforce  restructur- 
ing. 

USING  THE  act's  FLEXIBILITIES  TO  ADDRESS  THE  DEPARTMENTAL  NEEDS 

The  Department  of  Energy  currently  has  approximately  4,400  employees  or  22% 
of  its  workforce  eligible  for  either  optional  or  early  retirement.  In  drawing  upon  the 
experience  of  the  Department  of  Defense  in  the  administration  of  its  "buy-out"  pro- 
gram, we  assume  that  a  major  share  of  our  needed  workforce  reductions  can  be 
achieved  by  utilizing  the  flexibilities  in  the  Act.  In  this  regard,  we  plan  to  carefully 
target  groups  of  Departmental  organizations  and  occupations  where  reductions  are 
needed.  By  reducing  our  workforce  in  needed  areas  we  will  be  able  to  hire  new  em- 
ployees into  expanding  programs  with  skills  and  abilities  closely  aligned  with  our 
current  mission  priorities.  In  this  regard,  we  plan  to  adhere  to  the  intent  of  the  pro- 
posed legislation  that  only  one  new  employee  be  hired  for  every  two  separation  in- 
centives offered. 
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As  we  work  through  our  restructuring  effort,  we  will  be  mindful  of  the  diversity 
of  our  workforce,  especially  at  senior  staff  and  managerial  levels.  Currently,  the  De- 
partment is  underrepresented  in  most  major  professional  employment  categories 
with  respect  to  women  and  minorities.  We  hoi>e  that  the  Act  will  give  us  the  flexibil- 
ity to  continue  the  Department's  goal  to  create  a  more  diverse  workforce. 

As  you  know,  Executive  Order  12839,  entitled  "Reduction  of  100,000  Federal  Posi- 
tions, placed  particular  emphasis  on  agencies  reducing  the  numbers  of  higher  grad- 
ed, managerial  employees.  At  the  Department  of  Energy  we  have  a  disproportion- 
ately high  percentage  of  supervisors  to  employees — our  current  ratio  is  approxi- 
mately 1  supervisor  to  4.5  employees.  Although  there  are  some  good  reasons  for  this 
ratio,  it  is  much  lower  than  the  govemmentwide  average  and  substantially  below 
the  goal  of  1:15  established  in  the  President's  National  Performance  Review  plan. 
Again,  we  are  very  hopeful  that  the  "buy-out"  and  early  retirement  provisions  of  the 
Act  will  help  the  Department  in  addressing  this  problem.  If  the  DOD  experience  is 
instructive,  "buyouts   will  tend  to  be  accepted  by  higher  grade  employees. 

Another  problem  confronted  by  the  Department  is  that  of  skills  obsolescence  in 
some  areas  of  our  workforce.  This  is  especially  true  in  the  defense  and  nuclear  en- 
ergy programs  that  were  the  mainstays  of  the  Department's  past  mission.  We  see 
the  Act's  authorities  as  partiailarly  helpful  in  these  areas  in  that  a  much  larger  per- 
centage of  staff  in  the  defense  and  nuclear  workforce  are  eligible  for  both  early  and 
optional  retirement  (approximately  31%)  versus  workers  in  other  Departmental  pro- 
grams (approximately  20%).  Thus,  attrition  created  by  the  "buyouts"  and  retire- 
ments will  tend  to  ocoir  in  areas  where  reductions,  restructuring  and  new  skill 
mixes  are  needed  the  most.  This  assumption  is  strongly  supported  by  DOD's  experi- 
ence where  the  average  incentive  taker  had  almost  twice  as  many  years  of  service 
(26)  as  the  workforce  as  a  whole  ( 15). 

One  of  the  Department's  great  challenges  in  the  years  ahead  will  be  to  upgrade 
and  expand  training  and  retraining  of  our  technical  workforce.  Consistent  with  the 
shifts  in  missions  and  priorities,  we  will  need  to  assist  our  employees  in  preparing 
for  new  careers  within  the  Department  and  to  increase  efficiency  and  effectiveness 
in  their  current  positions.  Contributing  to  the  acknowledgement  of  this  need  are 
various  internal  studies  as  well  as  recommendations  made  by  the  Defense  Nuclear 
Facihties  Safety  Board.  The  provisions  in  the  Act  dealing  with  expanded  training 
authority  and  the  increased  use  of  non-governmental  training  programs  will  be  of 
major  benefit  to  the  Departmental  in  its  efforts  to  reshape  its  workforce,  redeploy 
resources  and  overcome  critical  findings  by  the  Defense  Nuclear  Facilities  Safety 
Board  regarding  the  need  to  improve  the  technical  capabilities  of  its  staff. 

CONCLUSION 

The  Department  of  Energy  is  very  supportive  of  the  President's  Workforce  Re- 
structuring Act  of  1993  ana  urges  the  Committee  to  take  timely  action  in  support 
of  its  passage.  The  earlier  in  the  fiscal  year  the  authority  is  made  available  to  agen- 
cies, the  greater  will  be  its  utilization  as  a  constructive  tool  in  the  restructuring  and 
downsizing  of  our  workforces.  In  this  regard,  we  are  very  encouraged  by  the  DOD 
experience  which  indicates  that  separation  incentives  are  cost  effective  if  properly 
managed  and  used  in  a  humane  manner  as  a  viable  alternative  to  the  high  costs 
and  disruptions  associated  with  reduction  in  force. 

Ms.  Norton.  Mr.  Verburg,  recognizing  that  a  vote  is  on,  this  is 
a  conference  report.  I  don't  have  to  go,  but  Ms.  Morella  should  hear 
as  much  of  this  testimony  as  possible,  so  would  you  please  summa- 
rize your  testimony. 

Mr.  Verburg.  Yes,  Madam  Chair  and  Madam  Morella.  Thank 
you  very  much  for  the  opportunity  to  testify  on  this  legislation. 

Ms.  Norton.  Speak  into  the  microphone,  please. 

Mr.  Verburg.  Yes.  Thank  you  very  much,  Madam  Chair  and 
Madam  Morella,  for  the  opportunity  to  testify  on  this  legislation. 
We  have  been  working  at  the  Department  of  Treasury  over  the  last 
few  months  very  carefully  at  implementing  what  we  thought  would 
be  coming  our  way.  We  contacted  other  Federal  agencies  and  de- 
partments. We  worked  with  our  bureaus  and  we  did  some  research 
on  what  has  gone  on  with  State  and  local  governments. 

Our  first  step  was  to  conduct  a  brainstorming  session  with  se- 
lected bureaus.  We  have  had  some  experience  with  consolidation. 
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with  buyouts  and  downsizing  and  we  thought  it  would  be  helpful 
to  us  across  all  13  of  our  bureaus  to  understand  that  information. 

The  second  thing  we  did  was  form  a  project  team  with  a  work 
plan  and  set  out  a  whole  sequence  of  tasks  that  we  thought  needed 
to  be  done  in  order  to  accomplish  the  legislation  when  it  is  enacted. 
One  of  those  things  involved  research  of  the  experience  of  others, 
such  as  State  and  local  governments.  We  found  it  has  not  been 
error-free  or  problem-free. 

Some  downsizing  actually  costs  money,  so  if  it  is  not  done  prop- 
erly, it  cannot  take  you  where  you  want  to  go.  So  with  targeting, 
with  the  appropriate  application,  we  really  feel  we  can  get  there 
using  the  tool  the  administration  has  proposed. 

We  also  examined  the  eligible  population  in  Treasury  and  we 
found  that  15  percent  of  our  employees  are  eligible,  either  through 
regular  retirement  or  early  retirement,  and  60  percent  of  our  senior 
executives  are  eligible  for  this  early  out  capability. 

Another  thing  we  did,  we  thought  was  very,  very  important,  we 
met  early  on  with  our  budget  officers  and  personnel  officers.  We 
made  it  a  partnership  in  terms  of  how  we  would  do  our  plans,  col- 
lected all  their  questions  and  tried  to  answer  as  many  of  them  as 
we  could  in  the  guidance  that  we  sent  out  to  them.  We  also  discov- 
ered that  there  are  some  missing  techniques  out  there  and  we  set 
about  trying  to  develop  them.  In  terms  of  one  in  particular,  we  cre- 
ated a  tool  for  estimating  the  cost  of  budget  savings  related  to  each 
participant. 

We  now  have  a  computer  spreadsheet  that  allows  us  to  calculate 
costs  and  savings  and  we  have  trained  all  of  our  bureau  personnel 
who  are  interested  in  this  technique.  It  is  now  available  to  all  of 
them.  We  also  developed  a  model  questionnaire  to  allow  us  to  as- 
certain who  would  participate,  who  would  be  the  willing  partici- 
pants. We  know  our  population  out  there. 

In  addition,  we  view  this  as  one  technique  among  many,  and  in 
our  guidance  to  the  bureaus,  we  elaborated  on  a  variety  of  tech- 
niques in  order  to  allow  us  to  right-size  Treasury.  We  reviewed  and 
commented  on  the  legislation  when  it  was  in  draft.  Treasury,  I 
want  to  assure  you,  supports  this  legislation.  The  sooner  it  is  en- 
acted, the  better  in  terms  of  our  being  able  to  properly  implement 
it. 

The  window  of  opportunity,  the  90-days,  the  sooner  that  comes, 
the  greater  savings  that  we  believe  will  accrue  to  us  in  the  Depart- 
ment of  Treasury.  Also,  the  ability  to  spread  the  departure  or  sepa- 
ration dates  over  a  two-year  period  is,  we  view,  very  important. 
The  legislation  needs  to  preserve  flexibility  for  departments  to  des- 
ignate components  of  the  agency,  occupations  and  particular  loca- 
tions where  separation  incentives  are  offered.  We  encourage  you  to 
support  that  provision  in  the  legislation. 

Madam  Chair,  that  concludes  my  comments. 

[The  prepared  statement  of  Mr.  Verburg  follows:] 

Prepared  Statement  of  Edwin  A.  Verburg,  Acting  Deputy  Assistant  Sec- 
retary FOR  Financial  Management  and  Deputy  Chief  FiNANCiAL  Officer,  De- 
partment OF  THE  Treasury 

Madam  Chair  and  members  of  the  Subcommittee,  I  am  Edwin  A.  Verburg,  Deputy 
Chief  Financial  Officer  for  the  Department  of  the  Treasury.  I  am  pleased  to  be  here 
today  to  discuss  the  "Federal  Workforce  Restructuring  Act  of  1993." 
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In  anticipation  of  the  submission  of  this  legislation,  we  have  been  working  over 
the  last  few  months  with  our  bureaus,  the  office  of  Management  and  Budget,  and 
o^er  Federeil  agencies  and  departments.  We  have  involved  senior  policy  officials  in 
the  Department  and  they  have  been  very  supportive  of  our  efforts.  Our  overall  ap- 
proach is  to  work  toward  downsizing  using  a  wide  range  of  management  techniques. 
The  legislation  will  provide  an  important  ingredient  for  this  direction. 

Initially,  we  held  a  brainstorming  session  with  bureaus  in  Treasury  to  learn  from 
their  experience  in  consolidations  and  re-engineering  of  their  organizations.  We 
have  some  examples  that  occurred  before  the  legislation  was  proposed  by  the  Ad- 
ministration. The  Bureau  of  Public  Debt  is  in  the  middle  of  a  consolidation  effort, 
and  the  Internal  Revenue  Service  has  substantial  effort  underway  related  to  Tax 
System  Modernization.  Based  on  the  information  we  collected  from  this  session,  we 
met  with  the  Office  of  Management  and  Budget  to  see  how  they  were  progressing 
on  the  legislation  and  to  share  ideas. 

Another  step  Treasury  took  was  to  create  a  project  team  to  deal  with  the  day- 
to-day  implementation  of  early-outs  and  buy-outs  if  the  legislation  is  passed.  The 
team: 

Developed  a  work  plan  to  ensure  we  address  all  of  the  critical  steps  in  the  short- 
and  long-run; 
Researched  the  experience  of  others; 

Worked  to  assist  in  defining  eligible  candidates  and  likelihood  of  participation; 
Determined  what  tools  are  available  and  soiu-ces  that  can  be  used  to  support  par- 
ticipation; and 
Worked  with  and  developed  guidelines  for  our  bureaus. 

One  of  the  most  helpful  tasks  we  have  completed  is  to  meet  with  those  who  are 
in  the  process  of  using  voluntary  separation  incentives.  Some  of  our  main  contacts 
have  included  the  Department  of  Defense  and  General  Accounting  Office.  Addition- 
gilly,  we  compiled  information  from  state  and  local  governments  that  have  used  simi- 
lar programs  in  recent  years.  Some  of  our  findings  were  stairtling: 

Buy-outs  should  be  tightly  managed.  Savings  usually  are  assured  by  targeting 
buy-outs  to  positions  and  programs  that  are  to  be  reduced  or  eliminated;  and 

Poor  planning — such  as  broad  eligibility  policies— can  result  in  management  prob- 
lems and  higher  costs. 

Based  on  this  information,  we  sent  out  additional  guidance  to  our  bureaus  outlin- 
ing the  cautions  that  should  be  considered  as  they  design  their  plans. 

Treasury  closely  examined  information  on  the  eligible  population  and  provided 
this  information  to  the  bureaus.  We  used  computer  runs  from  our  payroll  system 
for  this  purpose.  We  found  that  of  the  employees  in  Treasury: 
Fifteen  percent  are  eligible  for  early  or  regular  retirements; 
A  greater  proportion  of  the  Senior  Executive  Service  is  eligible — 60  percent; 
The  distribution  of  these  numbers  varies  widely  among  our  thirteen  bureaus. 
Early  on  we  met  with  our  bureau  personnel  and  budget  officers.  We  shared  all 
available  information  with  these  important  contacts,  and  we  encouraged  partici- 
pants to  surface  questions  and  uncertainties.  Our  guidance  on  how  to  formulate 
streamlining  plans  answered  as  many  questions  as  possible  to  ensure  timely  and 
sound  preparation  of  bureau  plans.  We  further  encouraged  our  bureaus  to  be  forth- 
right in  explaining  the  impacts  of  reductions.  We  will  use  the  material  they  submit 
to  explain  impacts  and  develop  our  department-wide  plan. 

Beyond  meeting  with  our  bxireaus  and  drafting  guidance  based  on  their  input,  we 
developed  and  shared  two  techniques  that  are  important  parts  of  this  process:  (1) 
a  model  questionnaire  that  can  be  used  to  help  bureaus  determine  who  will  partici- 
pate in  early-outs;  and  (2)  a  computer  assisted  spreadsheet  that  enables  personnel 
and  budget  officers  to  calculate  the  savings  or  costs  associated  with  each  departing 
employee.  We  have  had  two  training  sessions  to  date  for  interested  bureau  staff  re- 
lated to  this  computer  package.  We  further  have  provided  information  on  how  man- 
agement can  identify  organizational  components  where  buy-outs  will  be  made  avail- 
able. 

With  regard  to  the  plans  that  will  be  submitted  by  our  bureaus,  we  encouraged 
them  to  consider  a  variety  of  techniques  for  streamlining  our  organization.  This 
wide  range  of  adtematives  includes:  (1)  managed  attrition — using  a  portion  of  regu- 
lar turn-over  to  selectively  decrease  staffing  levels;  (2)  early-outs;  (3)  consolidation 
or  elimination  of  functions;  (4)  program  reductions;  (5)  management  or  structural 
changes  which  will  help  combine  functions  or  reduce  layers  of  management;  (6)  pro- 
ductivity savings  through  investments  in  technology;  (7)  new  ways  of  doing  busi- 
ness; and  (8)  other  options  our  bureaus  may  ofier  that  have  not  been  considered. 
Flexibility  related  to  retraining  our  work  force  as  we  use  these  tools  will  be  impor- 
tant. 
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We  reviewed  and  commented  on  the  legislation  while  it  was  being  drafted.  Treas- 
ury supports  the  legislation;  the  sooner  it  is  enacted,  the  more  helpful  it  will  be  to 
cost-effective  "right-sizing."  The  three-month  "window"  provided  this  year,  and  the 
ability  to  delay  separation  for  up  to  two  years,  will  enable  us  to  spread  the  impacts 
over  a  longer  period  of  time.  The  legislation  needs  to  preserve  flexibility  for  depart- 
ments to  designate  components  of  the  agency,  occupation,  and  particular  locations 
where  separation  incentives  wUl  be  offered. 

Madam  Chair,  this  concludes  my  remarks.  I  would  be  pleased  to  answer  any  ques- 
tions that  you  or  the  Subcommittee  members  may  have. 

Ms.  Norton.  Thank  you  very  much,  Mr.  Verburg.  I  have  a  ques- 
tion for  all  of  you. 

You  perhaps  read  of  the  virtual  stampede  at  the  Library  of  Con- 
gress when  buyouts  were  offered.  Those  were  buyouts  under  a  defi- 
cit reduction  authority  and  not  the  pointed  or  targeted  buyouts  this 
legislation  appears  to  envision.  Do  you  have  a  projection  of  the 
number  of  employees  who  are  eligible  to  retire  at  this  point  who 
might,  in  fact,  participate  in  the  program? 

In  other  words,  what  are  you  hearing  from  your  employees?  Do 
the  targeted  employees,  management  employees,  believe  that 
$20,000  is  enough  so  that  you  expect,  if  not  a  stampede,  a — the  op- 
portunity to,  in  fact,  meet  your  goal? 

Ms.  Davis.  I  will  begin.  We  have,  of  the  13,500  employees  at 
HUD,  estimated  that  about  4,000  are  eligible  for  early  retirement 
or  for  optional  retirement.  If  we  look  at  the  Department  of  De- 
fense's experience  and  apply  that  in  our  case,  that  would  mean 
about  a  thousand  people. 

Ms.  Norton.  But  those  people  are  spread  all  the  way  across  the 
grade  level.  You  are  not  trying  just  to  get  employees  out,  are  you? 

Ms,  Davis.  No,  we  aren't  trying  to  get  employees  out,  but  I  also 
just  heard  the  comments  that  were  made  about  the  questionable 
nature  of  the  attractiveness  of  the  buyouts  to  lower  grade  employ- 
ees. Of  the  people  who  are  eligible,  to  whom  $25,000  would  cer- 
tainly provide  an  incentive  to  leave  now  as  opposed  to  stretching 
their  retirement  or  their  departures  from  the  organization  over  the 
next  several  years,  we  have  about  a  thousand  if  we  were  to  look 
at  the  Department  of  Defense. 

Ms.  Norton.  How  do  you  arrive  at  the  thousand?  Are  those  a 
thousand  managers? 

Ms.  Davis.  There  would  be  about  40  percent,  of  those  eligible  for 
optional  retirement,  about  20  percent  of  those  eligible  for  early  re- 
tirement. The  average  salary  for  those  who  are  eligible  in  both 
these  categories  is  about  $52,000,  which  would  mean  that  they  are 
spread  not  only  at  the  upper  end  of  the  grade  levels,  but  are  fairly 
even  spread. 

Ms.  Norton.  Are  you  or  your  colleagues  targeting  management 
employees  or  not? 

Ms.  Davis.  We  are  not — ^we  are  looking  at  functional  deficiencies 
and  places  where  we  need  to — where  there  are  clear  redundancies. 
This  understand,  is  being 

Ms.  Norton.  What  is  your  management-to-employee  level  at 
HUD? 

Ms.  Davis.  Our  management-to-employee  ratio  is  about  1  to  5. 
We  understand  that  that  is  below — I  mean,  that  is  above,  let  me 
put  it  that  way,  I  guess,  depending  on  how  you  look  at  it,  where 
it  should  be  if  we  look  at 
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Ms.  Norton.  It  is  pretty  awful  compared  with  the  private  sector, 
1  in  15. 

Ms.  Davis.  It  is.  Let  me  mention  some  of  the  things  that  we 
think  are  driving  that.  First  of  all,  again,  there  has  not  been  the 
attention  given  to  sound  management  and  skills  mixes  in  the  past. 
That  just  has  not  been  there.  HUD,  like  other  government  agen- 
cies, has  been  the  victim,  we  see  now,  of  holding  on  for  a  very  long 
time  to  a  hierarchial  management  structure  that  served  the  gov- 
ernment very  well  many  years  ago 

Ms.  Norton.  Ms.  Davis,  we  are  aware  of  what  the  problems  are. 
I  am  truly  trjring  to  figure  out,  your  figures  are  so  gross  and  ge- 
neric they  do  not  appear  targeted.  We  are  very  afraid  with  a  90- 
day  short  span  here,  we  end  up  with  not  only — that  gross  figures 
will  lead  to  gross  results,  if  I  can  make  myself  plain,  and  with  your 
kind  of  management-to-employee  ratio,  one  would  think  that  DOD 
aside,  average  figures  aside,  that  the  only  way  to  be  successful  is 
to  draw  a  very  targeted  plan  and  to  do  your  buyouts  at  the  level 
where  you  are  overlayered,  and  I  don't  hear  that  in  your  testimony. 

I  hear  it  in  the  DOD  testimony — I  mean  the  DOE  testimony,  but 
I  didn't  quite  hear  it  in  yours. 

Ms.  Davis.  Again,  we  intend  to  do  that.  A  great  impetus  for  us 
to  do  that  is  that  we  are  delayering.  We,  again,  have  been  man- 
dated to  take  a  look  at  the  regional  level  and  actually  eliminating 
that  layer.  That  layer  is  a  layer 

Ms.  Norton.  The  regional  level  consists  of  employees  all  up  and 
down  the  line. 

Ms.  Davis.  No.  HUD  is  comprised  to  a  greater  extent  of  lower 
level  employees  in  the  field.  The  higher  level  employees  at  HUD 
and  those  which  would  be  targeted  to  a  large  extent  are  at  head- 
quarters and  at  the  regional  levels.  And  to  the  extent  that  this  is 
being  done  with — in  conjunction  with  an  overall  ability  to  push  re- 
sponsibility down,  to  get  rid  of  some  of  the  layers  that  we  have  that 
are  redundant,  we  would  certainly  want  to  target  those. 

I  will  also  say  that  the  classification  system  is  also  driving  our 
ratio  of  management  to  employees.  We  do  not  have  a  track  along 
which  we  can  promote  people  historically  without  giving  them  a 
couple  of  people  to  manage.  So,  again,  in  concert  with  everything 
else  that  is  going  on,  we  expect  that  we  will  be  able  to  improve  that 
ratio  dramatically. 

Ms.  Norton.  That  last  statement  is,  I  think,  very  important, 
that  these  grade  levels  do  reflect  the  overgrading  that  in  a  real 
sense  has  been  encouraged  by  the  way  in  which  the  Federal  Gov- 
ernment has  managed  itself  in  order  to  reward  people  who  have 
been  in  the  service  for  a  long  time. 

As  I  said,  I  have  to  end  this  hearing  at  10  minutes  of  4:00.  I  do 
want  to  encourage  you  all — I  have  heard  some  mention  of  it.  I  don't 
know  the  extent  to  which  it  is  true.  I  don't  have  the  time  to  find 
out,  but  I  do  want  to  encourage  as  much  worker  involvement  as 
possible.  It  ought  to  begin  now,  not  later  on  in  the  NPR  report,  so 
that  at  the  very  least,  people  feel  there  has  been  lots  of  commu- 
nication with  them,  rumors  don't  start,  and  people  buy  into  your 
buyouts. 
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Thank  you  very  much  for  your  testimony.  It  has  been  very  help- 
ful to  us.  It  has  filled  in  some  of  the  gaps  of  real  experience  that 
we  were  looking  for.  This  hearing  is  adjourned. 

[Whereupon,  at  3:50  p.m.,  the  subcommittee  was  adjourned.] 
[Additional  information  for  the  record  is  submitted:] 

Statement  of  Hon.  Jesse  Brown,  Secretary,  Department  of  Veterans  Affairs 

I  am  pleased  to  respond  to  your  request  to  provide  a  statement  for  the  record  on 
the  "Federal  Workforce  Restructuring  Act  of  1993."  Let  me  begin  by  adding  my  sup- 
port for  the  provisions  of  this  Act.  As  VA  determines  how  it  can  play  a  part  in  meet- 
ing the  President's  objectives  for  downsizing  and  streamlining  the  Federal  bureauc- 
racy, it  is  meaningftil  to  us  to  know  that  the  flexibilities  we  are  likely  to  need  to 
make  targeted  employment  reductions  will  be  available  as  a  result  of  this  legisla- 
tion. I  would  Uke  to  focus  my  comments  on  our  preliminary  plans  for  restructuring 
and  downsizing. 

Vice  President  Gore's  "Report  of  the  National  Performance  Review"  (NPR)  spells 
out  four  overriding  principles  that  must  be  followed  if  the  Federal  Government  is 
to  "reinvent"  itself  and  provide  higher  quaUty  services  at  reduced  cost  to  the  Amer- 
ican taxpayer.  The  customer  must  come  first.  Second,  our  employees  must  be  em- 
powered to  get  results.  Third,  we  must  cut  red  tape.  Finally,  we  must  return  to  ba- 
sics. I  am  in  full  support  of  these  as  guiding  principles  as  we  restructure  for  the 
future.  If  these  principles  are  followed  to  their  logical  conclusion,  a  smaller,  more 
highly  trained  and  motivated  Federal  workforce  will  result. 

The  Department  of  Veterans  Affairs  (VA)  will  be  carefully  examining  the  applica- 
tion of  each  of  these  principles  in  the  coming  months  in  developing  our  strategic 
plans  as  they  impact  our  people  and  our  service  to  veterans  and  their  families.  0\ir 
examination  must  necessarily  be  mission-driven  and  customer-focused  and  particu- 
larly mindfiil  of  the  changing  circumstances  in  which  we  will  operate  in  the  future. 
Out  of  our  review  process  we  would  expect  that  we  will  find  ways  to  streamline  our 
operations  by  decentralizing  and  consolidating  where  possible,  delegating  authori- 
ties to  the  lowest  practical  level,  empowering  employees  to  make  decisions,  and  de- 
veloping effective  ways  of  holding  managers  and  employees  accountable.  We  will  ex- 
plore ways  to  improve  the  morale  and  productivity  of  our  employees  while  increas- 
ing the  quality  of  our  care  and  services  to  the  Nation's  veterans.  Each  of  these  has 
many  implications  for  a  transformation  in  the  way  we  lead  and  manage  people  in 
a  new  environment. 

With  regard  to  our  plans  for  the  fiiture,  I  offer  the  following  thoughts: 

Human  Resources  (HR)  Strategic  Planning  Process — We  have  begun  developing  a 
"people"  planning  process — one  that  is  collaborative  in  nature,  drawing  ideas  from 
throughout  the  VA,  and  one  that  looks  at  people  strategically,  recognizing  the  criti- 
cal role  we  will  be  asking  our  people  to  play.  It  is  an  approach  that  is  directly  linked 
to  our  overall  approach  to  strategic  management.  It  is  out  of  this  process  that  many 
of  the  initial  ideas  and  initiatives  have  arisen.  These  are  initiatives  that  will  help 
us  streamline  our  operations  and  function  more  effectively  and  efficiently  at  reduced 
staffing  levels.  Let  me  highlight  a  few  for  you: 

Enhanced  Training  and  Development.  We  intend  to  place  a  major  emphasis  on 
training  our  people  in  new  competencies  in  both  management  and  in  delivery  of 
service  to  veterans.  In  an  organization  with  less  central  control  and  more  decentral- 
ized authority,  all  managers  will  have  a  greater  span  of  control  and  front  line  em- 
ployees will  be  expected  to  be  able  to  handle  situations  calling  for  a  greater  degree 
of  skill  and  on  the  spot  decision-making.  We  also  intend  to  look  at  development  of 
the  next  generation  of  leaders  as  a  strategic  component  of  reshaping  the  VA.  We 
need  to  do  a  far  better  job  of  "growing"  our  leaders  in  new  areas  of  competency  but, 
more  importantly,  in  a  consistent  set  of  values  and  that  they  be  reflective  of  the 
diversity  of  our  veterans  and  the  Nation.  Our  research  indicates  that  excellent  orga- 
nizations recognize  people  as  assets  and  invest  in  them  accordingly.  I  welcome  the 
proposal  in  the  bill  before  you  to  refocus  the  purpose  of  training  on  improving  indi- 
vidual and  organization  performance  and  relating  it  to  the  mission  rather  than  on 
only  improving  individuaJ  skills.  We  also  recognize  the  importance  of  the  principle 
in  the  National  Performance  Review  of  reinvesting  some  of  the  savings  from  stream- 
lining in  a  higher  order  of  ongoing  training.  We  also  intend  to  buiid  a  common  set 
of  values  and  management  philosophy  into  all  of  our  managers  to  establish  the  "VA 
way"  of  managing  and  leading  people. 

Decentralization,  simplification  and  delegation.  I  have  already  mentioned  our  in- 
tent to  move  forward  on  the  recommendations  to  implement  these  principles.  It  is 
our  intention  to  do  a  top  to  bottom  review  of  our  policies,  procedures,  processes  and 
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reports  with  an  eye  to  reduction  and  simplification.  We  have  already  formed  task 
forces  to  begin  examining  not  only  delegation  of  what  had  been  previously  central 
authorities  but  to  simpUfy  cumbersome  processes  of  personnel,  financial  manage- 
ment, and  procurement,  so  that  as  managers  assume  a  greater  role  in  these  func- 
tions, they  do  not  simply  inherit  a  "broken"  process.  A  large  portion  of  the 
downsizing  savings  will  arise  from  a  reduction  in  central  control  processes,  cum- 
bersome paperwork,  unneeded  reports  and  other  improvements  that  we  will  turn  to 
our  employees  to  help  us  identify.  However,  I  would  caution  that  such  a  change  in 
responsibility  is  necessarily  linked  to  greater  accountability  to  ensure  that  we  con- 
tinue to  meet  the  public  trust. 

Automation  applications.  Another  critical  area  for  realizing  improvements  is  the 
application  of  automation  to  the  services  we  provide.  We  have  several  ongoing  ef- 
forts not  simply  to  automate  the  processes  we  now  have,  but  to  reengineer  these 
processes  through  intelligent  rethinking  of  what  we  now  do,  automating  where  we 
can  realize  improvement  in  service  quality  and  timeliness.  Ultimately  we  will  be 
able  to  realize  a  reduction  in  required  hands-on-labor  with  the  opportunity  to  rein- 
vest or  reduce  as  need  dictates.  This  is  the  way  of  the  future. 

Reductions  in  management  layers — "flattering"  the  organization.  We  will  be  exam- 
ining £dl  of  our  overhead,  particularly  with  an  eye  toward  reducing  management  po- 
sitions. We  are  already  well  down  the  road  in  implementing  the  principles  of  total 
quality  improvement  in  all  parts  of  the  VA.  The  next  steps  are  already  being  pi- 
loted, namely  the  formation  of  self-directed  teams  which  can  manage  all  parts  of  ^e 
benefits  claims  process,  for  example,  and  can  take  effective  action  without  moving 
a  claim  through  layers  of  review.  Similarly,  we  will  be  forming  teams  around  many 
of  the  issue  areas  for  improvement  such  as  the  revamping  of  classification  processes 
and  the  redesign  of  performance  appraisal  systems  called  for  under  NPR.  We  feel 
that  having  a  trained  cadre  of  team  leaders  and  team  members  in  many  areas  of 
our  operations  will  help  us  to  flatten  oiu*  organization.  This  approach  also  gives  us 
an  opportunity  to  broaden  the  skills  of  many  people  who  now  specialize  in  one  area. 
We  should  also  be  able  to  reduce  overcontrol  and  micromanagement  that  now  gen- 
erates "red  tape,"  thus  improving  response  time  to  our  customers  and  granting  a 
sense  of  realized  empowerment  for  our  employees. 

These  are  among  the  ideas  and  approaches  that  have  begun  to  reflect  our  think- 
ing as  we  seek  to  implement  the  principles  of  a  government  that  "works  better  and 
costs  less."  There  will  be  other  specific  efforts  resulting  from  piloting  of  innovative 
ideas  as  we  bring  more  of  our  people  into  the  process  of  intelligent  change.  These 
efforts,  too,  should  help  VA  in  its  efforts  to  deliver  better  service  with  a  smaller 
workforce.  However,  I  can  assure  you  that  these  efforts,  like  those  that  are  already 
underway,  will  be  undertaken  with  the  NPR  principles  as  a  guide  and  with  our  his- 
torical mission  and  the  needs  of  veterans  foremost  in  our  minds. 

Thank  you  for  the  opportunity  to  provide  these  comments. 
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